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Fart 1 - Annual Budget 

1.1 Mayor’s Report: Foreword By the Mayor 

An integrated development plan and a budget are key documents in the life of a municipaiity. It 
seeks to guide both its residents and staff and to clearly set out the strategic direction of the 
counci! and how it will allocate its limited resources. 

d 

The IDP document is the third revision of the IDP adopted in May 2012, whilst the budget is an 
annual document with a medium term expenditure framework for the outer years. The review 
process of the IDP this year focussed on the following priority areas: Housing Services, 
Infrastructure Development, Local Economic Development, Financial Management and Public 
Participation. Developing an all-encompassing document of this nature and the subsequent 
budget is by no means an easy task and involved many hours of debate and interaction with the 
officials and Ward Committees. 

The question is frequently asked. What makes a city or town successful? One way of thinking 
about what makes a city or town successful is provided by the South African Cities Network, 
City Scorecard, which identifies four key areas in which towns need to excel in. These are: - 

Inclusiveness - All citizens must share in the benefits and opportunities provided; 

Productive - Resources must be used effectively to generate economic benefiis; 

Well governed - Services must be rendered in an efficient, effective manner; 

The leadership must not only effect co-operation between its local communities but also 
between the spheres of government; 

Sustainable - Development must not cause social instability or the depletion of its natural 
resources 

These principles must underpin all that we seek to do in order to achieve our Vision for the 
Umsobomvu. 

In tabling the IDP and Budget document I iook forward to the discussion and debate that it will 
generate. The IDP and budget process should be seen as an enabling framework that guides 
our actions and the allocation of our resources. it is also a framework that will help align the 
actions of other stakeholders. We live in a changing world and as such the IDP and budget must 
always be dynamic in nature so as to ensure continuous refinement. 

Management within local government has a significant role to play in strengthening the link 
between the citizen and government’s overall priorities and spending plans. The goal should be 
to enhance service delivery aimed at improving the quality of life for all people within the 
Umsobomvu Municipaiity. Budgeting is primarily about the choices that the municipality has to 
make between competing priorities and fiscal realities. The challenge is to do more with the 
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| 


little available resources. We need to remain focused on the effective deiivery of the core 
municipal services through the application of efficient and effective service delivery 
mechanisms. 

Final Operating Budget 

The estimated operating expenditure budget for the 201 5/2016 financial year is 

R135, 258,287.00. The Employee Costs (Saiaries and allowances) comprises 30% of the total 

operational expenditure. 

The estimated revenue budget for the 201 5/2016 financial year is R 1 1 8 092 743.00 

Fina! Capital Budget 

The final capital budget for 2015/2016 is an amount of R57, 273,300.00. This comprises mainly 
of Water projects funded from municipal infrastructure grant, the Regional 'Bulk Infrastructure 
Grant from Department of Water Affairs and Energy Efficiency and Demand Side Management 
' Grant from Department of Energy, etc. 

; The following funded projects were identified from the IDP and are captured in the capital 

budget: 


CAPITAL BLI 

DGET 2015-2016 

Municipal Financial System 

Internally generated funds 

1 550 000 

Energy Oemand Management 

DME 

7 000 000 

Colesberg Roads Network 

EPWP 

1 000 000 

Noupoort Bulk Water supply Upgrade 

RBIG 

30 000 000 

Norvalspont Internal Sewer Network 

MIG 

10 691 300 

Norvalspont Bulk Water Supply 

RBIG 

6 872 000 

Municipal Vehicie 

Internally generated tunds 

160 000 


The following service charges will be increased as from 1 July 2015 to ensure sustainable 
service delivery to the community: 

Electricity Tariffs 

Application was submitted to NERSA for an average increase of 12.2%. The approval by 
NERSA is still awaiting. 

WATER TARIFFS 

• The water tariffs are increased by 6% which are fully cost-reflective 

• The tariffs are structured to protect basic levels of service and ensure the provision of 
free water to the poorest of the poor (indigent); and 

• Water tariffs are designed to encourage efficient and sustainable consumption. 

SANITATION TARIFFS 

Tariff increase of 6% is proposed to recover the cost for the running and maintenance cost and 
to ensure the sustainable running ofthe new Waste Water Treatment Works. 
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The application of sound financial management principles for the compilation of the 
municipality’s financial plan is essential and critical to ensure that the municipality remains 
financially viable and that sustainable municipal services are provided economically and 
equitably to al! communities. 


26 MAY 2015 


MAYOR 

1.2 Council Resolutions 

On 26 May 2015 the Council of Umsobomvu Municipality Local Municipality'met in the Council 
Chambers of Umsobomvu Municipality to consider the annual budget of the municipality for the 
financial year 2015/2016. The Council approved and adopted the following resolutions: 

1. The Council of Umsobomvu Municipality Local Municipality, acting in terms of section 24 of 
the Municipal Finance Management Act, (Act 56 of 2003) approves and adopts: 

1.1. The annual budget of the municipality for the financial year 2015/2016 and the multi- 
year and single-year capital appropriations as set out in the following tables: 

1.1.1. Budgeted Financial Performance (revenue and expenditure by standard 
classification) as contained in Table 18 on page 24; 

1.1.2. Budgeted Financial Performance (revenue and expenditure by municipal vote) as 
contained in Table 19 on page 26; 

1.1.3. Budgeted Financial Performance (revenue by source and expenditure by type) as 
contained in Table 21 on page 28; and 

1.1.4. Multi-year and single-year capital appropriations by municipal vote and standard 
classification and associated funding by source as contained in Table 22 on page 
30. 

1.2. The financial position, cash flow budget, cash-backed reserve/accumuiated surplus, 
asset management and basic service delivery targets are approved as set out in the 
following tables: 

1 .2.1. Budgeted Financial Position as contained in Table 23 on page 32; 

1 .2.2. Budgeted Cash Flows as contained in Table 24 on page 34; 

1.2.3. Cash backed reserves and accumulated surplus reconciliation as contained in 
Table 25 on page 34; 

1 .2.4. Asset management as contained in Table 26 on page 36; and 

1.2.5. Basic service delivery measurement as contained in Table 27 on page 38. 

2. The Council of Umsobomvu Municipality Local Municipality, acting in terms of section 75A of 
the Local Government: Municipal Systems Act (Act 32 of 2000) approves and adopts with 
effect from 1 July 201 5 

2.1 . the tariffs for property rates - as set out in Annexure B, 

2.2. the tariffs for electricity - as set out in Annexure B 

2.3. the tariffs for the supply of water - as set out in Annexure B 



Clr. N.L. HERMANS 
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2.4. the tariffs for sanitation services - as set out in Annexure B 

2.5. the tariffs for solid waste services - as set out in Annexure B 

3. The Council of Umsobomvu Municipality Locai Municipality, acting in terms of 75A of the 
Local Government: Municipal Systems Act (Act 32 of 2000) approves and adopts with effect 
from 1 July 2015 the tariffs for other services, as set out in Annexure G1 to G21 
respectively. 

4. To give proper effect to the municipality’s annual budget, the Council of Umsobomvu 
Municipality Local Municipality approves: 

4.1. That cash backing is implemented thrpugh the utilisation of a portion of the revenue 
generated from property rates to ensure that all capital reserves and provisions, 
unspent iong-term loans and unspent conditional grants are cash backed as required in 
terms of the municipality’s funding and reserves policy as prescribed by section 8 of the 
Municipal Budget and Reporting Regulations. 

1.3 Executtve Summary 

The appiication of sound financial management principies for the compiiation of the 
Municipality’s financia! plan is essential and critical to ensure that the Municipality remains 
financially viable and that municipal services are provided sustainabiy, economically and 
equitably to all communities. 

The Municipality’s business and service delivery priorities were reviewed as part of this year’s 
pianning and budget process. Where appropriate, funds were transferred from low- to high- 
priority programmes so as to maintain sound financial stewardship. A criticpl review was also 
undertaken of expenditures on noncore and 'nice to have’ items. Key areas where savings were 
realized were on telephone and internet usage, printing, workshops, travel, accommodation, 
and catering. 

The Municipaiity has embarked on implementing a range of revenue collection strategies to 
optimize the collection of debt owed by consumers. Furthermore, the Municipality has 
undertaken various customer care initiatives to ensure the municipality truly involves ali citizens 
in the process of ensuring a people lead government. 

National Treasury’s MFMA Circular No. 74 and 75 were used to guide the compilation of the 
2015/2016 MTREF. 

The main challenges experienced during the compilation of the 2015/2016 MTREF can be 
summarised as follows: 

• The ongoing difficulties in the national and local economy; 

• Aging and poorly maintained water, roads and electricity infrastructure; 

• The need to reprioritise projects and expenditure within the existing resource envelope 
given the cash flow realities and declining cash position of the municipality; 

• The increased cost of bulk water and electricity (due to tariff increases Eskom), which is 
placing upward pressure on service tariffs to residents. Continuous high tariff increases 
are not sustainable - as there will be point where services will no-longer be affordable; 

• Affordability of capital projects - origina! aliocations had to be reduced and the 
operational expenditure associated with prior year’s capital investments needed to be 
factored into the budget as part of the 2015/2016 MTREF process; and 
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• Availability of affordable capitai/borrowing. 

The followinq budget principles and guideiines directly informed the compilation of the 

2015/2016 MTREF: 

• The 2014/15 Adjustments Budget priorities and targets, as well as the base line 
allocations contained in that Adjustments Budget were adopted as the upper limits for 
the new baselines for the 2015/2016 annual budget; 

• Intermediate service level standards were used to inform the measurable objectives, 
targets and backlog eradication goals; 

• Tariff and property rate increases should,, be affordable and should generaliy not exceed 
inflation as measured by the CPI, except where there are price increases in the inputs of 
services that are beyond the control of the municipality, for instance the cost of bulk 
water and electricity. In addition, tariffs need to remain or move towards being cost 
reflective, and shouid take into account the need to address infrastructure backlogs; 

• There will be no budget allocated to national and provincial funded projects unless the 
necessary grants to the municipality are reflected in the nationai and provincia! budget 
and have been gazetted as required by the annuai Division of Revenue Act; 

• An upper limit of R135 million was set for the following items and allocations to these 
items had to be supported by a iist and/or motivation setting out the intention and cost of 
the expenditure which was used to prioritise expenditures: 

Special Projects; 

- Furniture and office equipment; 

- Refreshments and entertainment; 

- Ad-hoctraveliing; and 

- Subsistence, Travelling & Conference fees (national & international). 

In view of the aforementioned, the following table is a consolidated overview of the proposed 

2015/2016 Medium-term Revenue and Expenditure Framework: 


Table 1 Consolidated Overview of the 2015/2016 MTREF 


— ^ ^ z 1 

- - 

jEftdjustmen^fe 

Budgct ■■rjfc! 
2014/2015’;:}' 

Budget 

Year ;; 

$ 2015/2016$ 

Budget 
Year+ 1 (-■ 

2016/2017 

Budget 

Year + 2 

2017/2018 

R 130,205 

Total operating Revenue 


R 118,093 

R 124,279 

Totai Operating Expenditure 


R 135,258 


R147,352 

(Surplus) Deficit 

(R 21,428) 

(R 17,166) 


(R 17,147) 

Total Capital Expenditure 

R 46,841 

R 57,273 




Total operating revenue has increased by 8.22 per cent for the 2015/2016 financial year when 
compared to the 2014/15 Adjustments Budget mainly due to operational grants that will be 
received for special projects in the 2015/2016 financial year. For the two outer years, 
operationa! revenue will increase by 5.24 and 4.77 per cent respectively, equating to a total 
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revenue growth of R21, 080 million over the MTREF when compared to the 2014/15 financial 
year. 

Totai operating expenditure for the 2015/2016 financial year has been appropriated at R1 35.258 
miilion and translates into a bud'geted deficit of R 17.166 million. When compared to the 
2014/15 Adjustments Budget, operational expenditure has increased by 3.60 per cent in the 
2015/2016 budget and increased by 3.35 and 5.41 per cent for each of the respective outer 
years of the MTREF. The operating deficit for the two outer years decreases to R15.511m in 
2016/17 and then results in a deficit of R17.147m in 2017/18. These deficits are non-cash 
related and are due to the council providing for infrastructure impairment and depreciation. 

The capital budget of R57.273 miilion for 2015/2016 is 22.27 per cent more when compared to 
the 2014/15 Adjustment Budget. The increase is a resuit of some projects being completed and 
some close to completion. The capitai programme decreases to R26.948 miliion in the 
2016/2017 financial year and then decreases by 15.27 per cent in 20117/18 to R 22.832 million. 
All capital over the MTREF will be financed by Grants from Nationai and own revenue. 

Note that the Municipality has reached its prudential borrowing iimits and so there is very little 
scope to substantialiy increase these borrowing levels over the medium-term. The repayment 
of capital and interest (debt services costs) has remained the same and will continue over the 
next five years due to new loans taken up in the past year, as a result of the need to replace 
specialised vehicles needed to meet the increased demand in services to be delivered. 
Consequently, the capital budget remains relatively flat over the medium-term. 


1.4 Operating Revenue Framework 

For Umsobomvu Municipaiity to continue improving the quaiity of services provided to its 
citizens it needs to generate the required revenue. In these tough economic times strong 
revenue management is fundamenta! to the financial sustainability of every municipality. The 
reality is that we are faced with development backlogs and poverty. The expenditure required to 
address these challenges will inevitably always exceed available funding; hence difficult choices 
have to be made in relation to tariff increases and balancing expenditures against realistically 
anticipated revenues. 

The municipality's revenue strategy is buiit around the following key components: 

• Nationai Treasury’s guidelines and macroeconomic policy; 

• Growth in the Municipality and continued economic development; 

• Efficient revenue management, which aims to ensure a 95 per cent annual coliection 
rate for property rates and other key service charges; 

• Electricity tariff increases as approved by the National Electricity Regulator of South 
Africa (NERSA); 

• Achievement of full cost recovery of specific user charges especially in relation to trading 
services; 

• Determining the tariff escalation rate by establishing/calculating the revenue requirement 
of each service; 

• The municipality’s Property Rates Poiicy approved in terms of the Municipal Property 
Rates Act, 2004 (Act 6 of 2004) (MPRA); 

• Increase ability to extend new services and recover costs; 

• The municipality’s Indigent Policy and rendering of free basic services; and 

• Tariff policies of the Municipality. 
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The following table is a summary of the 2015/2016 MTREF {classified by main revenue source): 

Table 1 Summary of revenue clatssified by main revenue 


Description 

CurrentYear 2014-2015 

2015/16 MediumTerm 
Revenue & Expenditure 
Framework 

2016/17 Medium 
Term Revenue &. 
Expenditure 

Framework 

2017/18 Medium 
Term Revenue & 
Expenditure 

Framework 

Rthousand 


Adjusted 

FuliVear 

Budget Year 

% Increased/ 

Budget Year 

BudgetYear 


Budget 

Forecast 

2015/16 

(Decreased) 

2016/17 

2017/18 

Revenue Bv Source 








Property Rates 


8,117 

8,117 

8,117 

0% 

| ... - 

9,120 

Property Rates-Penalties & Coliection Charges 

169 

179 

179 

179 

1 

189 

201 

Service Charges ■ Electricity Revenue 

27,755 

27,860 

27,860 

31,258 

12% 

33,530 

35,662 

Service Charges ■ Vfeter Revenue 

9,931 

12,385 

12,385 

13,128 

6% 

13,955 

14,793 

Service Charges- Sanitation Revenue 

7,418 

7,792 

7,792 

8,259 

6% 

8,755 

9,280 

Service Charges Refuse Revenue 

5,726 

5,975 

5,975 

6,333 

6% 

6,713 

7,116 

Rental of Facilities and Equipment 

396 

1,042 

1 

1,103 

6% 

1,167 

1,235 

interest Earned - External Investment 

312 

422 

422 

422 


F 422 

422 

interest Eamed - Outstanding Debtors 

1,427 

1,672 

1,672 

1,806 

8% 

1,789 

1,866 

Fines 

1,575 

2,019 

2,019 

2,521 

25% 

2,646 

2,777 

Licenses and Permits 

710 

714 

714 

757 

6% 

795 

834 

Agency Services 

. 

. 





. 

Transfers Recognised- Operational 

36,664 

36,664 

36,664 

39,919 

9% 

41,019 

42,197 

OtherRevenue 

4,190 

4,285 

4,285 

4,291 

Q% 

4,695 

4,701 


- 

- 

- 

- 

0% 



Totai Revenue ( Excluding Capital Transfers 
and Contributions) 

101,301 

' 

109,125 

109,125 

118,093 

8% 

124,279 

130,205 


In line with the formats prescribed by the Municipal Budget and Reporting Regulations, capital 
transfers and contributions are excluded from the operating statement, as inclusion of these 
revenue sources would distort the calcuiation of the operating surplus/deficit. 

Revenue generated from rates and services charges forms a significant percentage of the 
revenue basket for the Municipaiity. Rates and service charge revenues comprise more than 
half of the total revenue mix. In the 2014/15 financiai year, revenue from rates and services 
charges totalled R 62.308 million or 57.10 per cent. This increases to R67.274 million, R 71 .746 
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million and R76.172 million in the respective financial years of the MTREF. The above table 
excludes revenue foregone arising from discounts and rebates associated with the tariff poiicies 
of the Municipality. Detaiis in this regard are contained in Table 64 MBRR SA1 (see page 100 & 
101 ). 

Property rates revenue source from services totalling 12.07 per cent or R8.117 millton rand in 
2015/16. The smallest source is 'other revenue' which consists of various items such as income 
received from permits and licenses, buiiding plan fees, connection fees, transport fees and 
advertisement fees. Departments have been urged to review the tariffs of these items on an 
annual basis to ensure they are cost refiective and market related. 

Operating grants and transfers totals R 39.91 9 million in the 2015/2016 financial year and 
steadily increases to R41.019 miliion by 2016/17. Note that the year-on-year increase for the 
2015/2016 financial year is 8.88 per cent and then increases by 2.76 and 2.87 per cent in the 
two outer years. The following table gives a breakdown of the various operating grants and 
subsidies allocated to the municipality over the medium term: 


Table 2 Operating Transfers and Grant 


t- 



MAY2015 


Page 9 


Umsobomvu Municipalit\ 


2015/16 Annual Budget and MTREF 



Audrted I Audited j Audited Oi 

Outcome | Outcome I Outcome B 


NC072 Umsobomvu - Supporting Table SA18 Transfers and grant receipts 


Oescription 

Rthousand 


RECEIPTS: 

Operalino Transters and Grants 


National Government: 

Locai Government Equitabte Share 
FINANCE MANAGEMENT 
MSIG 

MIG ADMIN - PMU 

Energy Efliciency snd Demand Managemeni 

Olher iransfere/grants [insert desciipfon) 

Provincial Government 
DEPT ART & CULTURE (LIBRARY) 

YOUTH PROGRAMS 
IMMUNISATION GRANT 


Current Year 2014/15 


District litunicipality: 


Other grant providers: 
jinsert descriplionl 


Total Operating Transters and Grants 


Capital Transfers and Grants 


National Government: 
RBIG - DWAF 
HOUSING PROJECTS 
EEDG 

MIG - CAPfT AL 

INEP 

EPWP 

Provincial Government: 


Districl Municipaiity: 


Other grant providers: 


2815/16 liledium Term Revenue A 
Expenditare Framework 


BudgetYear 

2815/16 


38,234 j 39,062 j 40,24« 


36,711 



Total Capital Transfers and Grants 


TOTAL RECEIPTS OF TRANSFERS i GRANTS 



39,919 

41,019 

42,197 

55,563 

26,948 

22,832 

36,872 

11,000 


7,000 

3,000 

10,000 

10,691 

10,948 

11,332 

- 

2,000 


1,000 


- 


26,948 

22,332 

67,967 

65,029 
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Tariff-setting is a pivotal and strategic part of the compiiation of any budget. When rates, tariffs 
and other charges were revised, locai economic conditions, input costs and the affordability of 
services were taken into accountto ensure the financtal sustainability of the Municipality. 

National Treasury continues to encourage municipalities to keep increases in rates, tariffs and 
other charges as low as possibie. Municipalities must justify in their budget documentation all 
increases in excess of the 6 per cent upper boundary of the South African Reserve Bank’s 
infiation target. Excessive increases are likely to be counterproductive, resulting in higher levels 
of non-payment. 

The percentage increases of Eskom bulk tariffs are far beyond the mentioned inflation target. 
Given that these tariff increases are determined by external agencies, the impact they have on 
the municipality’s eiectricity and in these tariffs are largely outside the control of the Municipality. 
Discounting the impact of these price increases in lower consumer tariffs will erode the 
Municipaiity’s future financial position and viability. 

It must also be appreciated that the consumer price index, as measured by' CPI, is not a good 
measure of the cost increases of goods and services reievant to municipaiities. The basket of 
goods and services utilised for the calculation of the CPI consist of items such as food, petrol 
and medical services, whereas the cost drivers of a municipality are informed by items such as 
the cost of remuneration, bulk purchases of electricity and water, petrol, diesel, chemicals, 
cement etc. The current challenge facing the Municipality is managing the gap between cost 
drivers and tariffs levied, as any shortfall must be made up by either operational efficiency gains 
or service level reductions. Within this framework the Municipality has undertaken the tariff 
setting process relating to service charges as follows. 

1.4.1 Property Rates 

Property rates cover the cost of the provision of general services. Determining the effective 
property rate tariff is therefore an integrai part of the municipality’s budgeting process. 

National Treasury’s MFMA Circular No. 51 deals, inter alia with the implementation of the 
Municipal Property Rates Act, with the regulations issued by the Department of Co-operative 
Governance. These reguiations came into effect on 1 July 2009 and prescribe the rate ratio for 
the non-residential categories, public service infrastructure and agricuitural properties relative to 
residential properties to be 0,25:1. The implementation of these regulations was done in the 
previous budget process and the Property Rates Policy of the Municipality has been amended 
accordingly. 

The following stipulations in the Property Rates Policy are highlighted: 

* The first R15 000 of the market value of a property used for residential purposes is 
excluded from the rate-able value (Section 1 7(h) of the MPRA). ; 

* 20 per cent rebate will be granted on all state owned properties 

• 100 per cent rebate will be granted to registered indigents in terms of the Indigent Policy; 

• For pensioners, physically and mentally disabled persons, a maximum/total rebate of 50 
per cent (calculated on a siiding scale) will be granted to owners of rate-able property if 
the total gross income of the applicant and/or his/her spouse, if any, does not exceed the 
amount equal to twice the annual state pension as approved by the National 
Government for a financial year. In this regard the following stipulations are relevant: 

- The rate-able property concerned must be occupied only by the applicant and 
his/her spouse, if any, and by dependants without income; 
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- The applicant must submit proof of his/her age and identity and, in the case of a 
physically or mentally handicapped person, proof of certification by a Medical 
Officer of Health, also proof of the annua! income from a social pension; 

- The applicant’s account must be paid in fuli, or if not, an arrangement to pay the 
debt should be in piace; and 

- The property must be categorized as residential. 

• The Municipality may award a 100 per cent grant-in-aid on the assessment rates of rate- 
able properties of certain classes such as registered welfare organizations, institutions or 
organizations performing charitable work, sports grounds used for purposes of amateur 
sport. The owner of such a property ijiust apply to the Chief Financial Officer in the 
prescribed format for such a grant. 

The categories of rate-able properties for purposes of levying rates and the proposed rates for 
the 2015/2016 financial year based on a 0 per cent increase from 1 July 2015 is contained 
below: 


Table 5 Comparison of Proposed Rates 


Category 

Current Tariff 

(1 July 2014) 

Proposed Tariff 
(From 1 July 2015) i 

Residential Properties 

0.010879 

0.010879 

State Owned Properties 

0.017541 

0 . 01754-1 

Business & Commercial 

0.012869 

0.012869 

Agricultural 

0.002720 

0.002720 


V 


1 .4.2 Sale of Water and Impact of Tariff Increases 

South Africa faces similar challenges with regard to water supply as it did with electricity, since 
demand growth outstrips supply. Consequently, National Treasury is encouraging all 
municipalities to carefully review the level and structure of their water tariffs to ensure: 

* Water tariffs are fully cost-refiective - including the cost of maintenance and renewal of 
purification plants, water networks and the cost associated with reticulation expansion; 

* Water tariffs are structured to protect basic levels of service and ensure the provision of 
free water to the poorest of the poor (indigent); and 

* Water tariffs are designed to encourage efficient and sustainable consumption. 

In addition Nationai Treasury had urged all municipalities to ensure that water tariff structures 
are cost reflective by 2014. 

Better maintenance of infrastructure, new dam construction and cost-reflective tariffs will ensure 
that the supply challenges are managed in future to ensure sustainability. 
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A tariff increase of 6 per cent from 1 July 2015 for water is proposed. This is based on input 
cost of inputs increasing by 6 per cent and the commissioning of the extended water treatment 
works. In addition 6 kt water per 30-day period will again be granted at a subsidized price to all 
indigent residents. 


A summary of the proposed tariffs for households (residential) and non-residential are as 
foliows: 
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The following table shows the impact of the proposed increases in water tariffs on the water 
charges for a single dweliing-house: 


Tabte 7 Comparison Between Current Water Charges and Increases (Domestic) 



The tariff structure of the 2015/2016 financial year has not been changed. The tariff structure is 
designed to charge higher Ievels of consumption a higher rate, steadily increasing to a rate of R 
9.64 per kilolitre for consumption in excess of 30kt per 30 day period. 

1 .4.3 Sale of Electricity and impact of Tariff Increases 

NERSA has announced the revised bulk eiectricity pricing structure. A 14.24 per cent increase 
in the Eskom bulk electricity tariff to municipalities will be effective from 1 July v 201 5. 

Considering the Eskom increases, the consumer tariff had to be increased by 12.2 per cent to 
offset the additional bulk purchase cost from 1 July 2015. Furthermore, it should be noted that 
given the magnitude of the tariff increase, it is expected to depress growth in electricity 
consumption, which wili have a negative impact on the municipality’s revenue from electricity. 

Registered indigents will again be granted 50 kWh per 30-day period being subsidised through 
the equitable share. 

The following table shows the impact of the proposed increases in electricity tariffs on the 
electricity charges for domestic customers: 
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Table 8 Comparison Between Current Electricity Charges And Increases ( Domestic) 


IVlonthly 

Consumption 

Kwh 

Current 

Amount Payable 

R 

Proposed 
Arnount Payable 

R 

Dlfferonce 

Increase 

R 

Percentage 

Change 

% 

lOO 


R 

106.36 

R 13.5G 

12.2% 

250 


R 

282.63 


12.2% 

500 


R 

640.08 

R 69.60 

12.2% 

750 

R' . 970.28 - 

R 

1,088.64 

R 118.36 

12.2% 



R 

1,560.61 

R I .36.9.68 

12.2% 



R 

3,449.62 

p ■ BKHjH 

12.2% 


It should further be noted that NERSA has advised that a stepped tariff structure needs to be 
implemented from 1 July 2011. The effect thereof will be that the higher the consumption, the 
higher the cost per kWh. The aim is to subsidise the lower consumption users (mostly the 
poor). The Municipality has entered into discussions with NERSA regarding the suitability of the 
NERSA proposed stepped tariffs compared to those aiready being implemented by the 
Municipality already. Until the discussions are concluded, the Municipality will maintain the 
current stepped structure of its electricity tariffs. 

The inadequate electricity bulk capacity and the impact on service delivery and development 
remains a challenge for the Municipality. Most of the suburbs and inner Municipality reticulation 
network was designed or strengthened in the early 1980’s with an expected 20-25 year iife- 
expectancy. The upgrading of the Municipality’s eiectricity network has therefore become a 
strategic priority, especially the substations and transmission lines. 


Owing to the high increases in Eskom’s bulk tariffs, it is clearly not possible to fund these 
necessary upgrades through increases in the municipal electricity tariff - as the resultant tariff 
increases would be unaffordable for the consumers. . As part of the 2015/2016 and 2016/2017 
medium-term capital programme, funding has been allocated to electricity infrastructure to 
decrease expenditure through alternative energy and consumption reducing equipment. 


Sanitation and Impact of Tariff Increases 

A tariff increase of 6 per cent for sanitation from 1 July 2015 is proposed. This is based on the 
input cost assumptions related to water. It should be noted that eiectricity costs contributes 
approximately 20 per cent of waste water treatment input costs, therefore the higher than CPI 
increase of 6 per cent for sanitation tariffs. The following factors also contribute to the proposed 
tariff increase: 

• Sanitation charges are calculated according to the type of consumer and the ievei of 
service provided as indicated in the table below; 

• Subsidised sanitation will be appiicable to registered indigents; and 

• The commissioning of the new sludge activated Waste water T reatment works compared 
to the previous oxidation pond system 
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The total revenue expected to be generated from rendering this service amounts to 
R8.259 million for the 2015/2016 financial year. 

The foilowing table compares the current and proposed tariffs: 

Table 3 Comparison between current sanitation charges and increases 


Table 3 Comparison Between Current Sanitation Charges And increases 


Description 

Current Yea 
134 4/15 

2014/15 Medium Term Revenue & 
Expenditure Framework 

Budget 

Year 

125 15/16 

Budget 
Year + 1 
11810/17 

Budget 

Year + 2 

112 1/18 

Waste Water Tariffs 

iBgiSlfl 




BasicCharge/Fixed Fee (Rands/Month) 


98.24 

JilaMiHf 


Service Point-Vacant Land (Rand/Month) 

HBMI 

56.70 

MSHfl 

63.71 

Conservancy Tank Household ( lService perMonth) 

iRSSffliwf 

73.58 


82.67 

Conservancy Tank Househoid ( Additional Service per Month) : Payable in Advance 


77.99 

sHl 

87.G3 

Conservancy Tank Schoois per Load 

i&Siii 

107.87 


321.20 

Conservancy Tank Businesses per Load With Minimum of 1 Load per Month 

B 

107.87 


121.20 

Night soil Removal ( Per Bucket per Month) 


53.51 

•-="'-SG.72" 

60.12 

Night Soil Rondawel (Per Bucket per Month) 


37.73 

39.99 

42.39 

Meatlands Industrial Effluent per Month 


- 


- 

Meatlands Sewerage Same As Business Tariffs 

G 14." r r : S ^ 7 -7-/^ ' 

- 

L L L.r_ ~ 7— ~-i 

- 

Meatlands Dumping Charges Of Blood And Dung per Month 

. 793.26i 

840.86 


944.79 

Sewerage Household/Coiesberg High School/ per Month 


98.24 

104.14 


Sewerage Prison per Point per Month 


330.34 

350.16 


Sewerage Garages and State per Point per Month 


198.81 

' 210.74 

223.39 

Sewerage Hospital per Point perMonth 

. 333.48 

353.48 

t 374.69 

397.17 

Sewerage Business Normal 

■ 120.13- 

127.33 

134.97 


Sewerage Business With Minimum of 2 Points per Month 

. 185.36 

196.48 

208.27 

220.77 

Sewerage Business Additional Connection 

. 44.6? 

WMSEH 

50.14 

53.14 

Sewerage Avaiiabiiity per Month 



: 60.10 

63.71 

Meatlands perSheep ( Effluent) 

— 


- 'U.Hb 

0.91 


The following table shows the impact of the proposed increases in sanitation tariffs on the 
sanitation charges for a single dweiling-house: 


Table 10 Comparison Between Current Sanitation Charges and increases, 
Single Dwelling Houses 


Monthly Sanitation 
Level of Service 

Current Amount 
Payable 

r 

Proposed Amount 
Payable 

; R-: . . 

Difference " 
(Increase) 

Domestic - 
Conservancy tanks 

jilillll 

73.58 


Domestic - 

Connected 

92.68 

98.24 l/ i 
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1.4.4 Waste Removal and impact of Tariff Increases 

Currentiy solid waste removal is operating at a small surplus. The main contributors to 
expenditure are repairs and maintenance, on vehicles, increases in general expenditure such as 
petrol and diesel and the cost of remuneration. 

A 6 percent increase in the waste removal tariff is proposed from 1 July 2015. Higher 
increases will not be viable in 2015/2016 owing to the significant increases implemented in 
previous financial years as weli as the overall ijmpact of higher than inflation increases of other 
services. Any increase higher than 6 per cent wouid be counter-produetive and will result in 
affordability chalienges for individuai rates payers raising the risk associated with bad debt. 


The following table compares current and proposed amounts payable from 1 July 2015: 


Table 11 Comparison Between Current Waste Removal Fees and Increases (Domestic) 



Current 

Tariffs YY- ;:7. 
" 2014/2015 

Proposed 

Tariffs : 
2015/2016 " 

DiffeVence 

(Increase) 

R 

. % .r 

Jncrease 




ifiemoyalS 




-' ' 




eieamng 


r 1 




Domestic- Monthly 




R 3.89 




Additional Bin Per Month 



jj WBBS3M: 

R 1.33 

6% 



Business 

" 93 45 



R 5.60 

6% 



Garden Refuse Households 




R 0.39 

6 % 





I 




1.4.5 Overall impact of tariff increases on households 

The following table shows the overall expected impact of the tariff increases on a large and 
small househoid, as weli as an indigent household receiving free basic services. 

Note that in all instances the overal! impact of the tariff increases on household’s bills has been 
kept to between 7.4 and 7.6 per cent and 7.6 per cent for indigents. 


MAY2015 


Page 17 

















Umsobomvu Municipalitv 


2015/16 Annual BudRet and MTREF 


NC072 Umsobomvu • Supporting Table SA14 Household bills 


Description 

Rand/cent 

2011/12 

2012/13 

2013/14 

CurrentYear 2014/15 

2015/16 Medium Term RevenueS Expenditure 

Framework 

Audlted 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Origmal 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

BurigetYear 

2015/16 

% incr. 

Budget Year 

2015/16 

Budget Year 

+1 2016/17 

Budget Year 

+2 2017/18 

Monthlv Accountfor Household -’Middie 











income Ranqe' 











Rates and services charges: 











Praperty rates 

605.08 

623.24 

659.54 

608.58 

608.58 

608.58 


608.58 

639.01 

670.96 

Becbicity: Basic levy 

52.44 

55.58 

59,47 

64.22 

64.22 

64.22 

12.2% 

72.05 

80.70 

90.38 

Electricity: Consumpton 

946.50 


1,156.57 

1,237.89 

1,237.88 

1,237.89 

mm 

1,388.91 

1,555.58 

1,742.25 

Water: Basic levy 

52.67 


59.72 

63.61 

63.61 

63.61 


67.43 

7148 

75.76 

Water: ConsumpSon 

140.92 

149.53 

160.16 

° 171.08 

171.08 

171.08 

6.0% 

18135 

192.23 

• 203.76 

Sanitation 

72.30 

7592 

85.03 

92.68 

92.68 

92.68 

6.0% 

98.24 

104.13 

110.38 

Refijse removai 

55.01 

57.76 

6123 

64.90 

64.90 

64.90 

6.0% 

66.79 

72.92 

77.29 

Olher 











sub-total 

1,924.92 


2,24183 


2,302.96 

2,302.96 

7.9% 

2,485.35 

■nmrti 

2,970.79 

VAT on Services 









■ II 


Total large household bUI: 

1,924.92 

2,093.30 

2,24183 


2,302.96 

2,302.96 

7.9% 

2,485.35 


2,970.79 

% increaseZ-decrease 


8.7% 

7.1% 

1 y 

- 

- 


7.9% 

9.3% 

9.4% 

Monthlv Account for Household - 'Affordable 











Ranae' 











Rates and servrces charges: 











Property rates 

428.42 

441,27 

46697 

426.92 

426,92 

426.92 


426.92 

448.27 

470.68 

Bectricity: Basic ievy 

49.94 

55.58 

59.47 

64.22 

64.22 

64.22 

12.2% 

72.05 

80.70 

90.38 

Becfricity: ConsumpBon 

402.00 

450.31 

487.92 

518.98 

518.98 

518.98 

12.2% 

582.30 

652.18 

730.44 

Waier: Basic levy 

52.67 

55.30 

59.72 

63.61 

63.61 

63.61 

6.0% 

67.43 

71.48 

75.76 

Waler: Consumpion 

112.67 

118.78 

127.82 

136.63 

136.63 

136.63 

6.0% 

144.53 

163.20 

162.39 

Sanitation 

68.20 

75.92 

85.03 

92.68 

92.68 

92.68 

6.0% 

98.24 

104.13 

110.38 

Refiise removal 

51.90 

57.76 

61.23 

64.90 

64.90 

64.90 


68.79 

72.92 

77.29 

Other 







mmm 




sub-total 

1,165.80 

1,254.92 

1,348.16 

1,367.94 

1,367.94 

1,367.94 

6.7% 

1460.26 

1,582.87 

1,717.33 

VAT on Services 











Total small household bill: 

1,165.80 

1,254.92 

1,348.16 

1,367.94 

1,367.9-T 

1,367.94 

6.7% 

1,460.26 

1,582.87 

1717.33 

% increaseZ-decrease 


7.6% 

7.4% 

15% 

- 

- 


6.7% 

' 8.4% 

8.5% 

Monthlv Account for Household - 'lndioent' 











Household receivino free basic services 









. 


Rates and services charges: 











Property rales 

251.75 

259,30 

274.41 

245.25 

245.25 

245.25 


245.25 

257.61 

270.39 

□eclricity: Basic levy 


55.58 

- 

64.22 

64.22 

64.22 

12.2% 

72.05 

80.70 

90.38 

Electricity: Consumpton 

201.00 

287.11 

243.96 

331.« 

331.48 

331.48 

12.2% 

371.92 

416.65 

466.54 

Water: Basic levy 

52.67 

55.30 

59.72 

63.61 

63.61 

63.61 

6.0% 

67.43 

7148 

75.76 

Waler: ConsumpSon 

90.41 

88.47 

102.81 

101.76 

101.76 

101.76 

6.0% 

107.87 

114.34 

121.20 

SanilaSon 

72.30 

75.92 

85.03 

92.68 

92.68 

92.68 

6.0% 

98.24 

104.13 

110.38 

Refase removal 

55.01 

57.76 

61.23 

64.90 

64.90 

64.90 

6.0% 

68.79 

• 72.92 

77.29 

Other 











sub-total 

723.14 

879.44 

827.16 

963.90 

963.90 

963.90 

7.0% 

1,031.55 

1,117.63 

1,21195 

VAT on Services 




' - 







Total small household biJI: 

723.14 

879.44 

827.16 

963.9« 

963,90 

963.90 

7.0% 

1,031.55 

1,117.83 

1,21195 

% increaseZ-decrease 


21.6% 

{5.9%) 

16.5% 

- 

- 


7.0% 

8.3% 

8.4% 


1.5 Operating Expenditure Framework 

The Municipality’s expenditure framework for the 2015/16 budget and MTREF is informed by 
the foliowing: 

• The asset renewal strategy and the repairs and maintenance plan; 
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Baianced budget constraint (operating expenditure should not exceed operating 
revenue) unless there are existing uncommitted cash-backed reserves to fund any 
deficit; 

Funding of the budget over the medium-term as informed by Section 18 and 19 of the 
MFMA; 

The capital programme is aligned to the asset renewal strategy and backlog eradication 
plan; 

Operational gains and efficiencies wiil be directed to funding the capital budget and other 
core services; and 

Strict adherence to the principle of no project plans no budget. If there is no business 
pian no funding allocation can be made. 


The following table is a high ievel summary of the 2015/2016 budget and MTREF (classified per 
main type of operating expenditure): 


Table 12 Summary of Operating ExpencUture by Standard Classification Item 







i, - 

ssllii- 

[Delciteasijilil 

Budgct year fl 


SSSB 

39,084,059.63 


40,627,602.00 

45,350,666.00 




■ 


VIXBS 

3,246,332.00 


Debt impaired 





- - 4 Zll 

5,805,932.00 


Depreciation & Asset Impairment 



T-LYTlT 



23,847,446.00 


Finance Charges 

HilliSiiii 




iiasassS 

290,000.00 

3?fe2s>j;iope:Bp: 

Buik Purchases 



. .. :*r 



22,962,421.00 


Other Materials 

, . i 







Contacted Services 


- 


- 


- 

SSgsjiglljS 

Transfers and Grants 




8,966,670.00 

jWSiWili 


WSM 1 





31,674,325.00 

1 

2S,7'1SS'41.00 


i 



1,228.00 


1,228.00 

i§f^Ip28i§i 

Totai Expenditure 

126,028,783.94 

130,553,134.34 

130,553,134.34 

135,2S8,2S7.00 


139,789,919.00 



The budgeted ailocation for employee related costs for the 2015/2016 financial year totals 
R40.628 million, which equals 30.04 per cent of the total operating expenditure. In the absence 
of a collective SALGBC agreement, salary increases have been factored into this budget at a 
percentage increase of 4.4 per cent for the 2015/2016 financial year. An annual increase of 5.3 
per cent and 6 per cent has been included in the two outer years of the MTREF. As part of the 
Municipality's cost reprioritization and cash management strategy vacancies have been 
significantiy rationalized downwards. In addition expenditure against overtime was significantly 
reduced, with provisions against this budget item only being provided for emergency services 
and other critical functions. 

The cost associated with the remuneration of councillors is determined by the Minister of Co- 
operative Governance and Traditional Affairs in accordance with the Remuneration of Public 
Office Bearers Act, 1998 (Act 20 of 1998). The most recent prociamation in this regard has 
been taken into account in compiling the Municipality’s budget. 

The provision of debt impairment was determined based on an annual collection rate of 85 per 
cent and the Debt Write-off Policy of the Municipaiity. Forthe 2015/2016 financia! year this 
amount equates to R5.458 million and escalates to R5.806 miilion by 2016/17. While this 
expenditure is considered to be a non-cash flow item, it informed the total cost associated with 
rendering the services of the municipality, as well as the municipality’s realistically anticipated 
revenues. 
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Provision for depreciation and asset impairment has been informed by the Municipality’s Asset 
Management Policy. Depreciation is widely considered a proxy for the measurement of the rate 
asset consumption. Note that the implementation of GRAP 1 7 accounting standard has meant 
bringing a range of assets previously not included in the assets register onto the register. This 
has resulted in a significant increase in depreciation relative to previous years. 

Finance charges consist primarily of the repayment of interest on long-term borrowing (cost of 
capital). Finance charges make up 0.23 per cent (R.310 million) of operating expenditure 
excluding annual redemption for 2015/2016. As previously noted, the Municipality has reached 
its prudential limits for borrowing - hence the planned borrowing to finance the capital budget 
does not result in finance charges as a percentage of operational expenditure increasing - 
rather it decreases to 0.21 and 0.20 per cent over the MTREF. 

Bulk purchases are directly informed by the purchase of eiectricity from Eskom and water from 
DWAF. The annual price increases have been factored into the budget appropriations and 
directly inform the revenue provisions. The expenditures include distribution losses. 

Other materials comprise of amongst others the purchase of fuel, diesel, materials for 
maintenance, cleaning materials and chemicals. In line with the Municipality's repairs and 
maintenance plan this group of expenditure has been prioritised to ensure sustainability of the 
Municipality’s infrastructure. 


Other expenditure comprises of various line items relating to the daily operations of the 
municipality. This group of expenditure has also been identified as an area in which cost 
savings and efficiencies can be achieved. In 2015/2016 it has decreased by £1.64 per cent and 
decreased by 9.23 in 2016/17 and increases by 2.58 per cent in 2017/18. 

The following table gives a breakdown of the main expenditure categories for the 2015/2016 
financial year. 


Expenditure by Type - S/tajor - Chart A7 
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Figure 1 Main operational expenditure categories for the 2015/2016 financiai year 
1.5.1 Priority given to repairs and maintenance 

Aligned to the priority being given to preserving and maintaining the Municipaiity’s current 
infrastructure, the 2015/2016 budget and MTREF provide for extensive growth in the area of 
asset maintenance, as informed by the asset renewai strategy and repairs and maintenance 
plan of the Municipality. In terms of the Municipal Budget and Reporting Regulations, 
operational repairs and maintenance is not considered a direct expenditure driver but an 
outcome of certain other expenditures, such-as remuneration, purchases of materials and 
contracted services. 

During the compilation of the 2015/2016 MTREF operational repairs and maintenance was 
decreased owing to the fact that some of the Municipality’s infrastructure has been upgraded 
and some vehicles are still new. To this end, repairs and maintenance was substantially 
decreased by 10.96 per cent in the 2015/2016 financial year, from R3.678 million to R3.275 
million. The total allocation for 2015/2016 equates to R3.275 million, a decrease of 10.96 per 
cent in relation to the Adjustment Budget and continues to decrease at 5.10 and increases by 
0.55 per cent over the MTREF respectively. In relation to the total operating expenditure, 
repairs and maintenance comprises of 2.42, 2.22 and 2.12 per cent for the respective financial 
years of the MTREF. This is mainly due to bulk electricity purchases that continualiy exceed 
growth in other expenditure items. 

The table below provides a breakdown of the repairs and maintenance in relation to asset class: 

Table 4 Repairs and maintenance per asset ciass 
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NC072 UmBobomvu - Supporting Tabte SA34c Repairs and mairrtenance expenditure by asset class 


Current Year 2014J1S 


2015/1$ Medium 7ern> Revenue & 
Expenditure Framework 


j Outcome } Outcome 

Repairs and maintenance expenditure bv Asset Class/Sub-cUss. 

tntrastructure 1,472 1,181 

Infrastructure - Road traneport 524 230 

Roads, Pevements & Bridges 524 230 

Stoim weter — - 

infrastructure - EleckicJty 522 601 

Generation — — 

Transmisshn & Reticulation 443 421 

Sfree/ Ughting 79 1 80 

Infrastructure - Waler 425 300 

Damf & Reservoirs — - 

Water purification - - 

Reticuiation 425 300 

Infrastructure - Sanitation — 50 

Reticuletion — - 

Sewerage purific.athn - 50 

Infrastructure - Olher — - 

Wasfe Management 
Transportation 
Gas 
Other 


lited 

:ome 

Original 

Budget 

Adjusted 

Budget 

1 Fuil Year 

Forecast 

Budget Year 

2015/16 

Budget Year 

+•1 2016/17 

1,141 

1,034 

1,613 

1,613 

1,831 

1,687 

10 

26 

300 

300 

370 

300 

10 

26 

300 

300 

370 

300 

541 

621 

726 

726 

811 

766 




Comiri unity 


Parka & gardens 
Sportsfields & stadia 
Swimming pools 
Community halls 
Ubraries 

Recreabonal facilrties 
Fire, sefaty & emergency 
Securily and policing 
Btrses 
Ciinics 

Museurns & Art Galleries 

CemelerioE 

Social renta! housing 

Other 

Herttaae assets 
ɓuildings 
Olher 

nvestment properties 


Housing development 
Other 

Othor assets 


Generd vehlcles 

Specialised vehicies 

Plant & equipment 

Computers - hardware/equipment 

Furrature and othar office equipment 

Abattoirs 

Merkefe 

Civic Land end Buiidings 
Other Buildings 
Other Land 

Surpfus Assefe - (Investment or Inventory) 
Other 

Aaricultural assets 
List silh-closs 


Biolooicat assats 

List sub-ctass 


intangibles 

Computers - software & programming 
Other (fist sub-class) 

Total Repairs and Maintenance Expenditure 




I Speclalised vehicles 


Refuse 

Fire 

Conservancy 

Arribulances 


R&M as a % of PPE 
R&M as % Operatlng Expenditure 


E 
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For the 2015/2016 financial year, 55.82 per cent or R1.831 million of total repairs and 
maintenance will be spent on infrastructure assets. Electricity infrastructure has received a 
significant proportion of this allocation totailing 44.29 per cent (R.81 1 million), followed by water 
infrastructure at 32.28 per cent {R.591 million), roads at 20.21 per cent (R.370 million) and 
water at 19.12 per cent (R.350 million). Community assets have been ailocated R.010 million of 
total repairs and maintenance. 

1.5.2 Free Basic Services: ɓasic Social Services Package 

The sociai package assists households that are poor orface other circumstances that limit their 
ability to pay for services. To receive these free services the househoids are required to 
register in terms of the Municipality’s indigent Policy. The target is to register 3782 or more 
indigent households during the 2015/2016 financial year, a process reviewed annually. Detail 
relating to free services, cost of free basis services, revenue lost owing to free basic services as 
well as basic service delivery measurement is contained in Table 10 MBRR A10 (Basic Service 
Delivery Measurement) on page 30. 

The cost of the soctal package of the registered indigent households is largely financed by 
nationai government through the local government equitabie share received in terms of the 
annual Division of Revenue Act. 

1.6 Capital expendlture 

The following table provides a breakdown of budgeted capital expenditure by vote: 


MAY 2015 


Page 23 


Umsobomvu Municipalitv 


2015/16 Annual Budget and MTREF 


Table 5 2015/16 Medium-term capital budget per vote 


NC072 Umsobomvu - Table A5 Budgeted Capital Expenditure bv vote, standard classification and fundin 


Vote Description 


Caprtal expenditure - Vote 


Multi-vear expendlture to ɓe approprlsted 
Vote 1 - EXECUTIVE & COUNCIL 
Vota 2 - FINANCE & ADMIN 
Vote 3 - COMMUNITY SERVICES 
Vote 4 -TECHNICAL SERVICES 
Vole 5 - fNAME OF VOTE 5] 

Vote 6 - |NAME OF VOTE 6] 

Vote 7 - (NAME OF VOTE 7j 
Vote 8 - [NAME OF VOTE 8j 
Vote 9 - [NAME OF VOTE 9] 

Vote 10 - [NAME OF VOTE 10] 

Vote 11 - [NAME OF VOTE 11 J 
Vote 12 - [NAME OF VOTE 12] 

Vote 13 - [NAME OF VOTE 13] 

Vote 14 - [NAME OF VOTE 14] 

Vote 15 - [NAME OF VOTE 15] 

Capital mulfi-year expenditure sub-total 

Single-year expenditure fo ɓe appropriated 
Vote 1 - EXECUTIVE & COUNCIL 
Vote 2 - FINANCE & AOMIN 
Vote 3 - COMMUNITY SERVICES 
Vote 4 - TECHNICAL SERVICES 
Vote 5 - [NAME OF VOTE 5] 

Vote 6 - [NAME OF VOTE 6) 

Vote 7 - [NAME OF VOTE 7] 

Vote 8 - [NAME OF VOTE 8] 

Vote 9 - [NAME OF VOTE 9] 

Vote 10 - (NAME OF VOTE 10) 

Vote 11 -{NAMEOF VOTE11] 

Vote 12 - [NAME OF VOTE 12] 

Vote 13 - [NAME OF VOTE 13] 

Vote 14 - [NAME OF VOTE 14] 

Vote 15 - (NAME OF VOTE 15] 

Capital single-year expendlture sub-total 


Total Capital Expendlture - Vote 


Capitat Expenditure - Standard 


Governance and adminfstration 
Executve and council 
8udgot and Ireasury olfice 
Corporate services 
Communlty and public saiety 
Communily and socid services 
Sport and recreation 
Pubiic safety 
Housing 
Heatth 

Economlc and environmental services 
Planning and development 
Road fransport 
Env ironmental proteclion 
Trading senrices 
Electricily 
Water 

Waste waisr managemenl 
Wasle management 
Offter 

Total Capital Expenditure - Standard 


Funded bv: 

Nationa! Government 
Provincial Government 
District Municipaiity 
Olher transfers and grants 
Transfers recognised - capital 
Public contributions & donatiorts 
Borrowing 

Internaliy generated funds 


Total Capltal Fundlng 



Current Year 2014/15 


Audited Original Adjusted Full Year 

Outcome Budget ɓudget Forecast 


2015/16 Medium Term Revenue & 
Expenditure Framework 


Budget Year Budget Year BudgetYear 
2015/16 +1 2016/17 +2 2017/18 
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For 2015/2016 an amount of R 57.273 million has been appropriated forthe development of 
infrastructure which represents 100 per cent of the total capital budget. In the outer years this 
amount totals R26.948 million and R22.832 million, 100 per cent respectively for each of the 
financial years. Water services recpives the highest allocation of R 36.872 million in 2015/2016 
which equates to 64.38 per cent followed by sewerage services at 18.67 per cent, R1 0.691 
million. 


Total new assets represent 100 per cent or R 57.273 million of the total capital budgets. Further 
detail relating to asset classes and proposed capital expenditure is contained in Table 15 MBRR 
A9 (Asset Management) on page 38. In additidn to the MBRR Table A9, MBRR Tables SA34a 
and SA34c provides a detailed breakdown of the capital programme relating to new asset 
construction as well as operational repairs and maintenance by asset class (refer to pages 89, 
90 and 91). Some of the salient projects to be undertaken over the medium-term includes, 
amongst others: 

* Electricity for all (retrofitting of street lights) - R7 million; 

* Noupoort bulk water supply upgrade - R30 million; 

* Norvalspont bulk water supply upgrade - R 6.872 miilion; 

* Norvalspont internai sewerage network - R1 0.691 

* Block paving of streets in Colesberg - R1 miliion; 

Furthermore pages 93 to 95 contain a detail breakdown of the capital budget per project over 
the medium-term. 

The following graph provides a breakdown of the capital budget to be spent on infrastructure 
related projects over the MTREF. 
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Capital expenditure by Municipaf Vote (Minor) - ChartAIO 



Figure 2 Capital Infrastructure Programme 

1.6.1 Future operational cost of new infrastructure 

The future operationai costs and revenues associated with the capital programme have been 
included in the MTREF expenditure. This concomitant operationai expenditure is expected to 
escalate to R2 million by 2016/17 and to R1.500 million by 2017/18. It needs to be noted that as 
part of the 2015/16 MTREF, this expenditure has been factored into the two outer years of the 
operational budget. 


1.7 Annual ɓudget Tables 

The following eighteen pages present the ten main budget tables as required in terms of section 
8 of the Municipal Budget and Reporting Regulations. These tables set out the municipality’s 
2015/2016 budget and MTREF as approved by the Council. Each table is accompanied by 
explanatory notes on the facing page. 

Table 6 MBRR Table A1 - Budget Summary 
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NC072 Umsobomvu -TableAI Budget Summary 


Description 

R thousands 

2011/12 

2012113 

2613/14 

Current Year 2014/15 

2015/16 Medium Term Revenue & 

Expenditure Framework 

Audited : 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

ɓudget 

Adjusted 

Budget 

Full Year 

Forecast 

BudgetYear 

2015/16 

Budget Year 

+1 2016/17 

Budget Year 

+2 2017/18 











Property rates 

4,431 

4,900 


5,199 

8,295 

8,295 

8,295 

8,793 

9,321 

Seivice charges 

35,053 

40,963 

- 45,734 

50,828 

54,011 

54,011 

58,979 

62,953 

66,851 

Inveslment revenue 

419 

914 

693 

312 

422 

422 

422 

422 

422 

T ransfers recognised - operational 

28,857 

45,252 

33,932 

36,664 

36,664 

36,664 

39,919 

41,019 

42,197 

Ofrier own revenue 

14,558 

14,159 

9,932 

8,297 

9,732 

9,732 

10,478 

11,092 

11,414 

Total Revenue (excludirjg capital transfers 

83,318 

106,189 

95,093 

101,301 

109,125 

109,125 

118,093 

124,279 

130,205 

and contributionsj 










Empbyee costs 



33,61)5 

39,057 

39,084 

39,084 

40,628 


49,420 

Remuneration of councillors 

2,413 

2,488 

2,992 

2,945 

2,945 

2,945 

3,092 

■ ■ 

3,246 

Depreciation & asset impainnent 


28,037 

27,893 

23,834 

23,834 

23,834 

23,844 

23,847 

23,851 

F'mance charges 

127 

127 

486 

296 

360 

360 

310 

290 

290 

Materials and bulk purchases 


15,756 


18,670 

18,670 

18,670 

21,284 

22,962 

24,775 

Transfers and grants 

* 

- 

- 

- 

- 

- 

8,967 

9,537 

10,107 

Oiher expenditure 



41,323 

41,228 

45,660 

45,660 

37,134 

34,556 

35,663 

Total Expenditure 

104,942 

128,458 

124,780 

126,029 

130,553 

130,553 


139,790 

147,352 

Surplus/(Deficit) 

(21,624) 

(22,270) 

(29,687) 

(24,728) 

(21,428) 

(21,428) 

(17,166) 

(15,511) 

(17,147) 

Transfers recognised - capital 

46,378 

40,621 

52,349 

43,091 

50,832 

50,832 

55,563 

26,948 

22,832 

Contributions recognised - caprtaf & conlributed a 

- 

28,037 

- 

- 

- 

- 

- 

- 

- 

Surplusf(Deficit) after capital transfers & 

24,754 

46,388 

22,663 

18,363 

29,404 

29,404 

38,398 

11,437 

5,684 

contributions 










Share of surplus/ (deficil) of associate 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Surplus/(Deficit) for the year 

24,754 

46,388 

22,663 

18,363 

29,404 

29,404 

36,398 

11,437 

5,684 

Canital exnenditure & funds sources 










Capital expenditure 

44,960 

44,448 


40,550 

46,841 

46,841 

57,273 

26,948 

22,832 

Transfers recognised-capitat 

44,002 

37,358 


39,000 

46,741 

46,741 

55,563 

26,948 

22,832 

Public contribulions & donalions 

- 

3,125 

334 

- 


- 

- 

- 

_ 

Borrowing 

- 

3,847 

- 

- 


- 

- 

- 

- 

Intemally generated funds 

958 

118 

1,488 

1,550 

100 

100 

U10 

- 

- 

Total sources of capital funds 

44,960 

44,448 

50,429 

40,550 

46,841 

46,841 

571273 

26,948 

22,832 

Financial oosition 










Tota! current assets 

56,668 

68,898 

57,408 

68,499 

68,499 

68,499 

54,737 

44,392 

40,000 

Total non current asseis 

467,924 

482,742 

504,023 

602,823 

601,273 

601,273 

597,522 

604,122 

611,655 

Total current liabilities 

43,696 

43,985 

33,212 

800 




E£MfE3i£>] 


Total non current liabflifies 

20,424 

31,252 

26,209 

36,893 

36,893 

36,893 

22,453 

16,477 

11,257 

Community weatth/EquiV 

460,472 


502,011 

033,620 

632,078 

632,078 

629,006 

631,237 

639,598 

Cash flows 










Net cash from (used) operating 

76,774 

42,846 

36,2% 

52,182 

42,204 

42,204 

58,816 

31,648 

25,692 

Net cash &om (used) investing 

(44,954) 

(44,448) 

(50,429) 

(47,898) 

(47,898) 

(47,898) 

(50,007) 

(24,253) 

(20,548) 

Net cash from (used) financing 

(1,331) 

4,018 

(330) 

(728) 

(608) 

(608) 

(670) 

(655) 

(640) 

Cash/cash equivalents at the year end 

31,995 

34,410 

19,947 

19,168 


9,310 

17,452 

24,192 

28,695 

Cash backina/surDlus reconciiiation 










Cash and invesfrnents available 

31,995 


19,947 

39,524 

39,524 

39,524 

26,040 

16,300 

12,000 

Application of cash and inveslments 

5,984 

17,149 

(4,446) 

(26,793) 

(21,823) 

(21,823) 

(24.752) 

(24,283) 

(24,202) 

Balance * surplus (shortfali) 

26,011 

17,261 

24,332 

66,317 

61,347 

61,347 

50,792 

40,583 

36,202 

Asset manaqement 










Asset register summary (WDV) 

156,870 

46,254 

548,349 

602,823 

601,273 

601,273 

598,522 


1,655 

Depreciation & assetimpairment 

28,039 

28,037 

27,893 

23,834 

23,834 

23,834 

23,844 

23,847 

23,851 

Renew al of 8: istng Assets 

- 

5,000 

- 

- 

- 

- 

- 

- 

- 

Repairs and Maintenance 

2,408 

2,108 

2,167 

2,275 

3,678 

3,678 

3,275 

3,108 

3,125 

Free services 










Costoffree Basic Sen/ices provided 

716 

7,783 

8,329 

8,967 

8,967 

8,967 

8,987 

9,537 

10,107 

Revenue costoftree services provided 

1,365 

810 

859 

910 

910 

910 

910 

985 

965 

Househoids below minimum service level 










Waler 

- 

- 

- 

_ 

- 

- 

_ 

_ 

_ 

Sanitation/sewerage: 

1 

0 

0 

0 

0 

0 

0 

0 

0 

Energy: 

- 

- 

- 

- 


- 

- 

- 

- 

Refuse: 

- 

- 

_ 

- 

- 

- 

- 

_ 

_ 
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Explanatory notes to MBRR Table A1 - Sudget Summary 

1. Table A1 is a budget summary and provides a concise overview of the Municipality’s budget 
from all of the major financial perspectives (operating, capital expenditure, financia! position, 
cash flow, and MFMA funding c'ompliance). 

2. The table provides an overview of the amounts approved by Council for operating 
performance, resources deployed to capital expenditure, financial position, cash and funding 
compliance, as well as the municipality’s commitment to eliminating basic service delivery 
backlogs. 

3. Financial management reforms emphasises the importance of the municipal budget being 
funded. This requires the simuitaneous assessment of the Financial Performance, Financial 
Position and Cash Fiow Budgets, along with the Capitai Budget. The Budget Summary 
provides the key information in this regard: 

a. The operating surplus (after Total Expenditure) is positive over the MTREF 

b. Capital expenditure is balanced by capital funding sources, of which 

i. Transfers recognised is reflected on the Financial Performance Budget; 

ii. Borrowing is incorporated in the net cash from financing on the Cash Fiow 
Budget 

iii. Internally generated funds are financed from a combination of the current 
operating surplus and accumulated cash-backed surpluses from previous 
years. The amount is incorporated in the Net cash from investing on the 
Cash Flow Budget. The fact that the municipality’s cash flow remains 
positive, and is improving indicates that the necessary cash resources are 
avaiiable to fund the Capital Budget. 

4. The Cash backing/surplus reconciliation shows that in previous financial years the 
municipality was not paying much attention to managing this aspect of its finances, and 
consequently many of its obligations are not cash-backed. This place tl^e municipality in a 
very vuinerable financiai position, as the recent siow-down in revenue collections 
highlighted. Consequentiy Council has taken a deliberate decision to ensure adequate 
cash-backing for all material obligations in accordance with the recently adopted Funding 
and Reserves Policy. This cannot be achieved in one financial year. 

5. Even though the Council is placing great emphasis on securing the financial sustainability of 
the municipality, this is not being done at the expense of services to the poor. The secfion 
of Free Services shows that the amount spent on Free Basic Services and the revenue cost 
of free services provided by the municipality continues to increase. in addition, the 
municipality continues to make progress in addressing service delivery backlogs. It is 
anticipated that by 201 7/1 8 the water backlog will have been eliminated. 
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Table 7 MBRR Table A2 - Budgeted Financial Performance (revenue and expenditure by 
standard classification) 


NC072 Umsobomvu - Tabie A2 Budgeted Financial Performance (revenue and expenditure by standard classification) 


Standard Classification Description 

2011/12 

'2012/13 

2013114 

Current Year 2014/15 

2015/16 Medium Term Revenue & 

Expenditure Framework 

R thousand 

Audited 

Outcome 

Audited 

Outcome 

. Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Budget Year 

2015/16 

Budget Year 

*1 2016/17 

Budget Year 

+2 2017118 

Revenue - Standard 

Governance and administration 

34,554 

40,294 

39,430 

44,747 

48,044 

48,044 

50,600 

52,312 

53,999 

Execuilve and council 

26,095 

29,319 

30,684 

32,382 

32,382 

32,382 

34,931 


36,711 

Budget and feasury ofiice 

7,726 

10,458 

8,726 

12,345 

15,643 

15,643 

15,849 

H8II 

17,265 

Corporate services 

733 

517 

20 

19 

19 

19 

20 

21 

23 

Community and public safety 

9,433 

2,624 

2,363 

3,697 

9,784 

9,784 

6,087 

6,590 

6,834 

Community and social services 

548 

741 

1,1&4 

1,414 

7,073 

7,073 

2,834 

3,174 

3,247 

Sport and recreaiion 

- 

5 

- 

- 

- 

- 

- 

- 


Pubiic safeiy 

5,804 

1,878 

1,196 

2,283 

2,710 

2,710 

3,253 

3,416 

3,587 

Housing 

3,081 

1 

- 

- 

- 

- 

- 

- 


Health 

- 

- 

- 

- 

- 


- 

_ 


Economic and environmental serwces 

37 

742 

5,222 

1,060 

1,701 

1,701 

1,069 

60 

60 


Planning and development 
Road transport 
Environmental protecfion 
Trading services 
Etectricity 
Water 

Waste water management 
Waste management 
Ot her 

Total Reven ue - Standard 

Expenditure- Standard 

Governance and administraUon 
Executive and council 
Budget and treasury office 
Corporate services 
Co mmunity and public safety 
Community and socia! services 
Sport and recrealion 
Public salety 
Hous'tng 
Heaith 

Economic and environmentat services 
Planning and development 
Road fransport 
Environmental protection 
Trading service s 
Eiectricity 
Water 

Waste water management 
Waste management 
Other 

Total Expenditure ■ Standard 
Surplus/(Deficit) for the year 
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Explanatory notes to MBRR Table A2 - Budgeted Financial Performance (revenue and 

expenditure by standard classification) 

1. Table A2 is a view of the budgeted financial performance in relation to revenue and 
expenditure per standard clasSification. The modified GFS standard classification divides 
the municipal services into 4 functional areas. Municipa! revenue, operating expenditure and 
capital expenditure are then classified in terms if each of these functional areas which 
enables the National Treasury to compile ‘whole of government’ reports. 

2. Note the Total Revenue on this table inciudes capital revenues (Transfers recognised - 
capital) and so does not balance to the operating revenue shown on Table A4. 

3. Note that as a general principle the revenues for the Trading Services should exceed their 
expenditures. The table highlights that this is the case for Electricity, Water, Waste water 
and the Waste management function. As already noted above, the municipality will be 
undertaking a detailed study of this function to explore ways of improving efficiencies and 
provide a basis for re-evaluating the function’s tariff structure. 

4. Other functions that show a deficit between revenue and expenditure are being financed 
from rates revenues and other revenue sources reflected underthe Corporate Services. 


Table 8 MBRR Table A3 - Budgeted Financial Performance (revenue and expenditure by 
municipal vote) 


NC072 Umsobomvu - Tabie A3 Budgeted Financial Performance (revenue and expenditure by municipal vote) 


Vote Description 

2011/12 

2012/13 

2013/14 

Current Year 2014/15 

2015/16 Medium Term Revenue& 

Expenditure Framework 

R thousand 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Ouicome 

Original 

Budget 

Adjusted 

ɓudget 

Full Year 

Forecast 

Budget Year 

2015/16 

Budget Year 

+1 2016/17 

Budget Year 

+2 2017/18 

Revenue bv Vote 

Vote 1 - EXECUTIVE & COUNCIL 

26,095 

29,319 

30,684 

32,382 

32,382 

32,382 

3^931 

35,704 

36,711 

Vote 2 - FfNANCE & ADMIN 

7,742 


8,746 

12.365 

15,662 

15,662 

15,669 

16,608 

17,288 

Vote 3 - COMMUNITY SERVICES 


3,118 

2,363 

3,697 

9,784 

9,784 

6,087 


6,834 

Vofe 4 . TECHNICAl SERVICES 

85,702 


105,650 

95,948 

102,129 

102,129 

116,969 

92,324 

92,203 

Vote 5 • [NAME OF VOTE 5] 

- 

- 

_ 

_ 



_ 

_ 

_ 

Vote 6 ■ [NAME OF VOTE 6] 

- 

- 

- 

- 

- 

- 

- 


_ 

Vote 7 ■ [NAME OF VOTE 7] 

- 


- 

- 

- 

- 

_ 

_ 

- 

Vote 8 ■ [NAME OF VOTE 8] 

- 

► 

- 

_ 

_ 


- 

_ 

_ 

Vote 9 - [NAME OF VOTE 9] 

- 


_ 

_ 

_ 

_ 

_ 

_ 

_ 

Vote 10 - [NAME OF VOTE 10] 

- 

- 

- 

- 

- 

- 

_ 

_ 

_ 

Vote 11 • [NAME OF VOTE 11] 

- 

- 

- 

- 

_ 

- 

- 


_ 

Vote 12 - [NAME OF VOTE 12] 

- 

- 


_ 

_ 

- 

- 


_ 

Volɓ 13 - [NAME OF VOTE 13] 

- 

- 


_ 

_ 

_ 

_ 

_ 

_ 

Vote 14 - [NAME OF VOTE 14] 

- 

- 


_ 

_ 

- 

- 

_ 

_ 

Vote 15 - [NAME OF VOTE 15] 

- 

- 


- 

- 

- 

- 

_ 

- 

Total Revenue by Vote 

129,696 

"146,810 

147,442 


•159,957 

wmm&M 

173,656 

151,227 

153,036 

Exoenditure bv Vote to ɓe aooroo/7ate£/ 

Vote 1 - EXECUTIVE & COUNCIL 

14,124 

17,212 

19,423 

19,628' 

20,025 

20,025 

20,464 

21,646 

22,506 

Vote 2 - FINANCE & ADMIN 

18,454 

13,947 

18.527 

24,860 

25,061 

25,061 

25,855 

24,127 

25,732 

Vote 3 - COMMUNITY SERVICES 

15,333 

7,581 

10,034 

8,864 

10,579 

10,579 

13,414 

14,086 

15,006 

Vote 4 - TECmiCAL SERVICES 

57,031 

89,718 

76,796 

72,677 

74,888 

74,888 

75,526 

80,031 

84,108 

Vote 5 - [NAME OF VOTE 5] 


- 

- 

- 


- 

_ 

_ 

- 

Vofe 6 ■ [NAME OF VOTE 6] 

- 

- 

- 

- 



_ 

- 

- 

Vote 7 ■ [NAME OF VOTE 7] 


- 

- 

- 



_ 

_ 

_ 

Vote 8 - [NAME OF VOTE 8] 

- 

_ 

_ 

_ 



_ 

_ 

_ 

Vote 9 - [NAME OF VOTE 9] 

- 

_ 

_ 

_ 


_ 

_ 

_ 

_ 

Vote 10 - [NAME OF VOTE 10] 

- 

- 

- 

- 

- 

- 

- 

_ 

_ 

Vote 11 - [NAME OF VOTE 11] 

- 

- 

- 

- 

- 

_ 

_ 

_ 

_ 

Vote 12 - [NAME OF VOTE 12] 

- 


- 

- 

- 

- 

_ 

_ 

_ 

Vote 13 - [NAME OF VOTE 13] 

- 

- 

- 

_ 

- 

- 

_ 

_ 

_ 

Vote 14 - [NAME OF VOTE 141 

- 

- 


- 

- 

- 

- 

- 

_ 

Vote 15 - (NAME OF VOTE 15] 

- 

- 


- 

_ 

- 

- 

_ 

- 

Total Expenditure by Vote 

104,942 

128,458 

BE2SEI 


130,553 

130,553 

135,258 

139,790 

’-vtBiEErll 

Surplus/(Deflcit) for the year 

24,754 

18,352 

22.663 

18,363 

29,404 

29,404 

38,398 

11,437 

5,684 1 
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Explanatory notes to MBRR Table A3 ‘ Budgeted Financial Performance (revenue and 
expenditure by municipal vote) 

1. Table A3 is a view of the budgeted financial performance in relation to the revenue and 
expenditure per municipal votd. This table facilitates the view of the budgeted operatjng 
performance in relation to the organisational structure of the Municipality. This means it is 
possible to present the operating surplus or deficit of a vote. The foliowing table is an 
analysis of the surplus or deficit for the electricity and water trading services. 


Table 9 Surplus/(Deficit) calculations for the trading services 


VOTE DESCRIPT10N 

Rthousand 

2011/12 

' 

Audited 

Outcome 

2012/13 

Audited 

Outcome 

2013/14 

Audited 

Outcome 

CurrentYear201^ 

/15 

20115/16 Medium Term Revenue & 
Expenditure 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Budget 

Year 

2015/16 

Budget Year 
+12016/17 

Budget Year+2 
2017/18 

ELECTRICITY- Revenue 

19,933 

36,776 

33,840 

29,831; 

7 29,957 

29,957 

38,927 

39,244 

, 47,925 

ELECTRICITY - Expenditure 

18,043 

32,562 

27,935 

24,705 

. 25,619 

25,619 

27,466 

29,311 

31,338 


mn 

4,214 

- 5,905 

5,126 

4,338 

4,338 

11,461 

9,933 

16,587 

%Surplus(Deficit) 

9.48% 

11.46% 

17.45% 

17.18% 

14.48% 

14.48% 

29.44% 

v 25.31% 

34.61% 




: 



i 

WATER-Revenue 

38,559 

45,269 

62,922. 

51,499 

56,283 

56,283 

51,252 

• 26,131 

15,989 

WATER-Expenditure 

19,564 

22,844 

23,483 

21,289 

21,950 

21,950 

22,094 

22,693 

23,361 


18,995 

22,425 

39,439 


1 34,333 

34,333 

sii 

3,438 


%Surplu$(Deficit) 

49.26% 

49.54% 

62.68% 

58.66% 


61.00% 

56.89% 

13.16% 

-46.11% 


2. Although there is a 2.7 per cent decrease from the 2014/2015 adjustment due to more 
efficient billing, the eiectricity trading surplus is increasing in 2015/16 from 14.48 per cent to 
29.44 per cent and it is decreasing in 2016/17 from 29.44 per cent or R1 1.461 million in 
2015/16 to 25.31 per cent. This is primarily as a result of the high increases in Eskom bulk 
purchases and the tariff setting poiicy of the municipality to buffer the impact of these 
increases on individual consumers. 

3. The surplus on the water account decreases from 61 per cent in 2014/15 to 56.89 per cent 
in 2015/16 and is decreasing over the two outer years to 13.16 per cent and a deficit of 
46.1 1 per cent respectiveiy. 

4. Note that the surpluses on these trading accounts are utilised as an interna! funding source 
for the capital programme for asset renewal, refurbishment and the development of new 
asset infrastructure, and are not used to cross-subsidise other municipal services. 
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Table 10 MBRR Table A4 - Budgeted Financial Performance (revenue and expenditure) 


NC072 Umsobomvii ■ Table M Budgeted Financial Performance (revenueand expenditure) 


Description 

R thousand 

2011/12 

2012/13 

2013/14 

CurrentYear 2014/15 

2015/16 Medium Term Revenue & 

ExpenditureFramework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Origmai 

Budgef 

Adjusted 

Budget 

Full Year 

Forecast 

Budget Year •: 
2015/16 | 

Budget Year 

tl 2016/17 

BudgetYear 

+2 2017/18 

Revenue By Source 










Property rates 

4,146 

4,735 

4,632 

5,031 

8,117 

8,117 

8,117 1 

8,604 

9,120 

Property rates - penalties & coiiecfon charges 

285 

165 

170 

169 

179 

179 

179 j 

189 

201 

Service charges - electrtcity revenue 

16,680 

20,205 

22,230 

27,753 

27,860 

27,860 

31,258 j 

33,530 

35,662 

Service charges - water revenue 

8,117 

■ 

11,040 

9,931 

12,385 

12,385 

13,128 i 

13,955 

14,793 

Service charges - sanitafon revenue 

5,506 

6,143 

■ 

7,418 

7,792 

7,792 

8,259 | 

8,755 

9,280 

Service charges - retuse revenue 

4,478 

4,934 

5,455 

5,726 

5,975 

5,975 

6,333 | 

6,713 

7,116 

Service charges - oiher 


(4) 

- 

- 






Rentd of facilifies and equipment 

379 

413 

407 

396 

1,042 

1,042 

1,103 j 

1,167 

1,235 

Interest earned - extemal Investments 

419 

914 

693 

312 

422 

422 

422 ) 

422 

422 

Interest eamed - outstandrng debtors 

1,431 

1,813 

1,634 

1,427 

1,672 

. 1,672 

- 1,806 I 

1,789 

1,866 

Dividmds received 

- 

- 

- 

' - 






Fines 

5,366 

1,392 

684 

1,575 

2,019 

2,019 

2,521 ! 

2,646 

2,777 

Licences and permils 

435 

473 

531 

710 

714 

714 

757 ! 

795 

834 

Agency services 

- 

- 

- 

_ 






Transfers recognised - operaionai 

28,857 

45,252 

33,932 

36,664 

36,664 

36,664 

39,919 | 

41,019 

42,197 

Otherrevenue 

6,948 

10,067 

6,675 

4,190 

4,285 

4,285 

4,291 ! 

4,695 

4,701 

Galns on disposal of PPE 










Total Revenue (excluding capital transfers 

83,318 

106,189 

95,093 

101,301 

109,125 

109,125 

118,093 j 

124,279 

130,205 

and contributions} 










Exoenditure Bv Tvoe 










Employee related eosis 



33,695 



39,084 

40,628 1 

45,351 

49,420 

Remunerafon of councillors 

2,413 

2,488 

2,992 

2,945 

2,945 

2,945 


3,246 

3,246 

Debt impairment 



8,606 

5,238 

5,238 

5,238 


5,806 

6,171 

Deprecialion & asset Impairment 



27,893 

23,834 

23,834 

23,834 


23,847 

23,851 

Finance charges 

127 

127 

466 

296 

360 

360 

310 i 

290 

290 

Bulk purchases 

^KKitH 

15,756 

18,410 



18,670 

21,284 j 

22,962 

24,775 

Other materials 



- 







Contracted services 

3,590 

2,485 

- 

4,562 


- 

_ | 

- 

_ 

Transfers and grants 

- 

- 

- 

- 

- 


8,967 | 

9,537 

10,107 

O&ier expenditure 

27,035 

42,439 

32,688 

31,426 


40,421 

31,674 i 

28,749 

29,491 

Loss on disposd of PPE 

407 

78 

28 

1 

i 

i 

1 j 

1 

1 

Total Expenditure 

104,942 

128,458 

124,780 



130,553 

135,258 ! 

139(790 

147,352 

Surplus/fDelicit) 

(21,624) 

(22,270) 

(29,887) 


(21,428) 

(21,428) 

(17,166)] 

(15,511) 

(17,147) 

Transfers recogntsed - capitai 

46,378 

40,621 

52,349 

43,091 

50,832 

50,832 

55,563 j 

26,948 

22,832 

Contrtbutions recognised - capital 

- 

28,037 

- 

- 

- 

- 

- 1 

- 

- 

ConMbutad assets 










Surplusf(Deficit) after capitaS transfers & 

24,754 

46,388 

22,663 

18,363 


29,404 

38,398 ! 

11,437 

5,684 

contribubons 










Taxafon 










Surplus/fDeficit) after taxation 

24,754 

46,388 

22,663 

18,363 

29,404 

29,404 

38,398 j 

11,437 

' ' 5,684 

Attributsble to minorities 










Surplus/(Deficit) attributable to municipality 

24,754 

46,388 

22,663 

18,363 

29,404 

29404 

38,398 | 

11,437 

5,684 

Share ot surplus/ (defcit) of associate 










$urplus/(Oeficit) for the year 

24,754 

46,388 

22,663 

18,363 

29,404 

29,404 

38,398 | 

11,437 

5,684 


Explanatory notes to Table A4 - Budgeted Financial Performance (revenue and 
expenditure) 


1. Total revenue is R1 18.093 million in 2015/16 and escaiates to R124.279 million by 2016/17. 
This represents a year-on-year an increase of just 8.22 per cent forthe 2015/2016 financial 
year and 5.23 per cent increase for the 2016/17 financial year. 
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2. Revenue to be generated from property rates is R 8.1 17 million in the 2014/15 financial year 
and remains the same by 2015/16 as the property rates tariff won’t be increase due to the 
huge increase in property values in the 2014/15 financiai year. This constitute 6.87 per cent 
of the operating revenue base of the Municipaiity and therefore remains a significant funding 
source for the municipality. it' remains relativeiy constant over the medium-term and tariff 
increases have been factored in at 6 per cent and 6 per cent for each of the respective outer 
years of the MTREF, while remaining the same for the 2015/2016. 

3. Services charges relating to electricity, water, sanitation and refuse removai constitutes the 
biggest component of the revenue basket of the Municipality totalling R 58.978 miilion for 
the 2015/2016 financial year and increasing to R62.953 million by 2016/17. Forthe 2015/16 
financial year services charges amount to 49.94 per cent of the total revenue base and 
grows by 0.71 per cent over the medium-term. This growth can mainly be attributed to the 
increase in the bulk prices of electricity and water. 

4. Transfers recognised - operating includes the local government equitable share and other 
operating grants from national and provincial government. It needs to be noted that in real 
terms the grants receipts from national government are growing rapidly over the MTREF by 
2.76 per cent and 2.87 per cent for the two outer years. The percentage share of this 
revenue source declines due to the more rapid relative growth in service charge revenues. 

5. The following graph illustrates the major expenditure items per type. 



Figure 3 Expenditure by majortype 

6. Bulk purchases have significantly increased over the 2011/2012 to 2017/18 period 
escalating from R14.101 million to R24.775 million. These increases can be attributed to 
the substantia! increase in the cost of bulk eiectricity from Eskom and water from DWAF. 

7. Empioyee related costs and bulk purchases are the main cost drivers within the municipality 
and alternative operational gains and efficiencies will have to be identified to lessen the 
impact of wage and bulk tariff increases in future years. 
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Audited Audited | Audlted Origtrtal Adjusted 

Outcome Outcome j Outcome Budget Budget 



Budget Year 
+2 2017/18 


Table 11 MBRR Table A5 - Budgeted Capital Expenditure by vote, standard classification and funding 
source 

NC072 Umsobomvu • Table A5 Budgeted Capital Expenfliture by vote, standard classification and fundin 


Vote Descriptiop 


uiti-vear expendlture fo ɓe approprlated 
Vote 1 - EXECUTIVE & COUKCIL 
Vote 2 - FINANCE & ADMIN 
Vote 3 - COMMUNrtY SERVICES 
Vote 4 - TECHNICAL SERVICES 
Vote 5 - (NAME OF VOTESj 
Vote 6 - fNAME OF VOTE 6} 

Vote 7 - [NAME OF VOTE 7} 

Vote 8 - fNAME OF VOTE 8J 
Vote 9 - fNAME OF VOTE 9] 

Vote 10 - [NAME OF VOTE 10] 

Vote 11 - [NAME OF VOTE 11] 

Vote 12 - [NAME OF VOTE 12] 

Vote 13 - [NAME OF VOTE 13] 

Vote 14 - [NAME OF VOTE 14] 

Vote 15 - [NAME OF VOTE 15] 

Capital multi-year expendlture sub-total 
Single-vear expenditure lo be appropriated 
Vote 1 - EXECUTIVE & COUNCIL 
Vote 2 - FINANCE & AOMIN 
Vote 3 - COMMUNITY SERVICES 
Vote 4 - TECHNICAL SERVICES 
Vote 5 - [NAME OF VOTE 5\ 

Vote 6 - [NAME OF VOTE 6] 

Vote 7 - [NAME OF VOTE 7] 

Vote 6 - [NAME OF VOTE 8] 

Vote 9 - [NAME OF VOTE 9] 

Vote 10 - [NAME OF VOTE 10] 

Vote 11 -(NAMEOF VOTE11] 

Vote 12 - [NAME OF VOTE 12] 

Vote 13 - [NAME OF VOTE 13] 

Vote 14 - [NAME OF VOTE 14] 

Vole 15 - [NAME OF VOTE 15] 

Capjtai single-year expendlture sub-total 


Total Capltal Expenditure - Vote 


Capltal Expenditure - Stendard 
Governanco and admlnlstration 
ExecuBve and council 
Budget and Ireasury office 
Corporate services 
Co mmunity and public safoty 
Community and sociaf services 
Sport and recreation 
PuWic safety 
Housing 
Hedlh 

Economic and environmenfaf services 
Planning and development 
Road transport 
Env ironmental protection 
Trading servlces 
Electricity 
Water 

Waste water management 
Waste management 
Otfier 

Total Capital Expenditure - Standard 


-bja 

Nationa! Government 
Provincial Government 
District Municipality 
Other transfers and granb 
Transfers recognised - capital 
Public contributions & donations 
Borrowing 

Internally generated funds 


Total Capltal Fundlng 




48,607 

334 

39,000 

46,741 

46,741 

55,563 

1,488 

1,550 

100 

100 

1,710 

ESS3 

40,550 

46,841 

46,841 

57,273 
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Explanatory notes to Tabie A5 - Budgeted Capital Expenditure by vote, standard 
classification and funding source 


1. Table A5 is a breakdown of the capital programme in relation to capital expenditure by 
municipal vote {multi-year and sing!e r year appropriations); capital expenditure by standard 
classification; and the funding sources necessary to fund the capital budget, including 
information on capital transfers from national and provincial departments. 

2. The MFMA provides that a municipality may approve multi-year or single-year capital budget 
appropriations. 

3. Singie-year capital expenditure has been appropriated at R20.401 million forthe 2015/2016 
financial year and decreases to R1 5.948 mtllion in the 2016/2017 financial year and 
increases to R 22.832 million in the 2017/2018 financial year. 

4. Unlike multi-year capital appropriations, single-year appropriations relate to expenditure that 
will be incurred in the specific budget year such as the procurement of vehicles and 
specialized tools and equipment. The budget appropriations for the two outer years are 
indicative allocations based on the departmental business plans as informed by the IDP and 
wili be reviewed on an annual basis to assess the relevance of the expenditure in reiation to 
the strategic objectives and service delivery imperatives of the Municipality. For the purpose 
of funding assessment of the MTREF, these appropriations have been included but no 
commitments will be incurred against single-year appropriations for the two outer-years. 

5. The capital programme is funded from national, provincial grants and transfers and- internally 
generated funds. For 2015/2016, capital transfers totals consist of R57.273 million (97.01 
per cent national and 2.99 per cent internally generated) and R26.948 million by 2016/17 
(100 per cent). These funding sources are further discussed in detail in 2.6 (Overview of 
Budget Funding). 

<r 
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Table 12 MBRR Table A6 - Budgeted Financial Position 


NC072 Umsobomw • Tafale A6 Budgeted Financial Position 


Description 

2011/12 

2012/13 

2013/14 

Current Year 2014/15 

2015/16 Medium Term Revenue & 

Expenditure Framewurk 

R ttiousand 

Audited 

Audited 

Audited 

Origina! 

Adjusted 

Full Year 

Budget Year 

Budget Year 

Budget Year 

Outcome 

Outcome 

' ;Outcome 

Budget 

Budget 

Forecast 

2015/16 

+1 2016/17 

*2 2017/18 

ASSETS 

Current assets 







• 



Cash 

31,995 

34,410 

10,440 

33,524 

33,524 

33,524 


10,300 

8,000 

Call imeslmenldeposils 

- 

- 

- 9,507 

6.000 

6,000 

6,000 



4,000 

Consumer debtors 

21,291 

27,168 

37,057 

28,975 

28,975 

28,975 

28,697 

28,092 

28,000 

Ota debtors 

- 

6,907 

,7 







Current portion of long-term receivables 

- 








Inuentoiy 

382 

413 

398 







fotat current assets 

56,668 

68,898 

57,409 

68,499 

68,499 

mmm 

54,737 

44,392 

■lim 

Non current assets 










Long-tem receiv ables 

- 









Investments 

- 









Investment property 

1,655 

1,655 

1,655 

1,655 

1,655 

1,655 

1,655 

1,655 

1,655 

Investment in Associate 

- 









Property , plant and equipment 

466,013 

480,928 

502,295 

599,618 

599,618 

599,618 

594,317 

602,468 

610,000 

Agricultnral 

- 









Biological 

- 









Intangibie 


159 

73 

1,550 



1,550 



Other notwunrent assets 










Totul non current assets 

467,924 

482,742 

BEiDCS] 

602,623 

601,273 

■EDESl 

597,522 

604,122 

611,655 

TOTAL ASSETS 

HEEa 

iKiinj 

Ksmtsa 

671,322 

669,772 

669,772 

652,259 

648,514 


UABILIDES 

Currentliabilities 







■[ 


■ 

Bank overdratl 

Borrowing 

252 

864 

933 



l 


800 

9 

Consumer deposits 


674 

697 




jHkJH 



Tradeandota payables 

42,638 

42,112 

30,657 

- 

- 

- 


- 

- 

Provisions 

- 

335 

925 




1 



Total current liabilities 

43,696 

43,985 

33,212 



BIMi.l 

800 

■1 HFTmK; 


Non current iiabilities 










Borrowing 

295 

3,699 

3,300 

3,585 

3,585 

3,585 

2,857 

2,057 

1,257 

Provisions 


27,553 

22,909 



33,308 

19,596 

14,420 

10,000 


20,424 

31,252 

26,209 

36,893 

36,893 



16,477 

11,257 

TOTAL Ll ABILIHES 

64,120 

75,237 

59,421 

37,693 

37,693 

37,693 



12,057 

NETASSETS 

460,472 

476,403 

502,011 

633,628 

632,078 

632,078 

629,006 

631,237 

639,598 

COMMUNITY WEALTB/EQUITY 










Accumulated Surptus/fOeficit) 

460,472 

476,403 

502,011 

633,628 

632,078 

632,078 

629,006 

631,237 

639,598 

Reserves 

Minorities' interesls 


- 







- 

TOTAL COMMUNITY WEALTHIEQUUY 

460,472 

476,403 

502,011 

633,628 

632,078 

632,078 

629,006 

631,237 

639,598 


Explanatory notes to Table A6 - Budgeted Financial Position 


1. Table A6 is consistent with international standards of good financial management practice, 
and improves understandability for councilors and management of the impact of the budget 
on the statement of financial position (balance sheet). 

2. This format of presenting the statement of financial position is aligned to GRAP1 , which is 
generally aligned to the international version which presents Assets less Liabilities as 
“accounting" Community Wealth. The order of items within each group illustrates items in 
order of liquidity; i.e. assets readily converted to cash, or liabilities immediately required to 
be met from cash, appear first. 
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3. Table 47 is supported by an extensive table of notes (SA3 which can be found on page 101 ) 
providing a detailed analysis of the major components of a number of items, including: 

• Call investments deposits; 

• Consumer debtors; 

• Property, plant and equipmdnt; 

• Trade and other payables; 

• Provisions non-current; 

• Changes in net assets; and 

• Reserves 

4. The municipal equivalent of equity is Community Wealth/Equity. The justification is that 
ownership and the net assets of the municipality belong to the community. 

5. Any movement on the Budgeted Financial F’erformance or the Capital Budget will inevitably 
impact on the Budgeted Financial Position. As an example, the collection rate assumption 
will impact on the cash position of the municipality and subsequently inform the level of cash 
and cash equivaients at year end. Similarly, the collection rate assumption should inform 
the budget appropriation for debt impairment which in turn would impact on the provision for 
bad debt. These budget and planning assumptions form a critical link 'in determining the 
applicability and relevance of the budget as weil as the determination of ratios and financial 
indicators. In addition the funding compliance assessment is informed directly by 
forecasting the statement of financial position. 


Table 13 MBRR Table A7 - Budgeted Cash Flow Statement 


NCQ72 Umsoboinvu - Table A7 Budgeted Cash Flows 


Description 

2011/12 

2012/13 

2013/14 

Current Year 2014/15 

2015/16 Medium Term Revenue & 

Expendjture Framework 

R thousand 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Budget^fear 

Budget Year 

Budget Year 

Outcome 

Outcome 

Outcomo 

Budget 

Budget 

Forecast 

2015/16 

+1 2016/17 

+2 2017/18 

CASH FLOW FROM OPERATING ACTIVIHES 
Receipts 










Property rates, penaities & collection charges 

80,641 

43,972 

4,102 

59,480 

54,258 

54,258 

8,295 

8,793 

9,321 

Senrice charges 



35,709 




50,096 

53,510 

56,835 

Other revenue 



15,477 




8,671 

9,303 

9,548 

Govemment - operafing 

28,857 

45,863 

28,059 

36,664 

36,664 

36,664 

39,919 

41,019 

42,197 

Government - capital 

46,378 

34,315 

45,385 

43,091 

46,841 

46,841 

55,563 

26,948 

22,832 

interesl 

2,136 

914 

693 

1,739 

5,289 

5,289 

2,228 

2,211 

2,288 

Divjdends 







- 

- 

_ 

Payments 










Supptlers and employees 

(81,111) 

(82,092) 

(92,663) 

(88,438) 

(100,488) 

(100,488) 

(96,678) 

(100,308) 

(106,931) 

Finance charges 

(127) 

(127) 

(466) 

[354) 

(360) 

(360) 

(310) 

(290) 

. (290) 

Transfers and Grants 

“ 

- 

- 

- 



(8,967) 

(9,537) 

(10,107) 

NET CASH FROM/(USED) OPERAT1NG ACT1VFII 

76.774 

42,846 

36,296 

52,182 

42,204 

42,204 

5e,8l8 

31,648 

25,692 

CASH FLOWS FROM INVESTING ACTlVtTIES 

Recelpts 










Proceeds on disposal of PPE 

3 



. . (0) 

(0) 

m 

- 

- 

- 

Decrease (Increass) in non-cun'ent debtors 

4 


- 




_ 

- 

_ 







‘ - • 

- 

- 

Decrease (increase) in non-current inv eslmenls 

Payments 










Capita! assets 

(44,960) 

(44,448) 


(47,898) 

(47,898) 

{47,898} 

(50.007) 

(24,253) 

(20,548) 

NETCASH FROM/{USED) INVESTlNG ACTlVnil 

(44,954) 

(44,448) 

(50,429) 


(47,898) 

(47,898) 

(50,007) 

(24,253) 

(20,548) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Recejpts 










Short term loans 




- 



•- 

_ 

_ 

Borrowing long term/refnancing 


4,385 


- 



- 

- 

- 

Irvcrease (decrease) in consumer deposits 
Payments 




“ 

120 

120 

130 

145 

160 

Repayment of bomowing 

{1,331) 

(367) 

(330) 

(728) 

(728) 

(723) 

(800) 

(800) 


NETCASH FRONH(USED) FINANCING ACTIVITl 

(1,331) 


(330) 

(728) 

(608) 

(608) 


(655) 

(640) 

NETINCREASE/ (DECREASE) 1N CASH HELD 

30,489 

2,415 

(14,463) 

3,556 

(6,302) 

(6,302) 

8,141 

6,740 

4,503 

Cash/cash eguivalents atthe yearbegin: 

1,506 

31,995 

34,410 

15,612 

15,612 

15,612 

9,310 

17,452 

’ 24,192 

Cash/cash equivalenfe atthe yearend: 

31,995 

34,410 

19,947 

19,168 

9,310 

9,310 

17,452 

24,192 

28,695 
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Explanatory notes to Table A7 - Budgeted Cash Flow Statement 

1 . The budgeted cash flow statement is the first measurement in determining if the budget is 
funded. 

2. It shows the expected levei of cash in-flow versus cash out-flow that is likely to result from 
the implementation of the budget. 

3. It can be seen that the cash levels of 'the Municipality has been increasing over the 201 1/12 
to 2013/14 period and decreased in 2014/15 to R9.310 miliion. It is expected to significantly 
increas.e in the MTREF years ranging from R1 7.452 million in 2015/16 to R28.695 miliion by 
2017/18. 

4. The approved 2015/2016 MTREF provide for a net increase in cash of R8.141 million for the 
2015/16 financial year resulting in an overall projected positive cash position of R17.452 
miliion at year end. 

5. As part of the 2014/15 mid-year review and Adjustments Budget this unsustainable cash 
position had to be addressed as a matter of urgency and various interventions were 
implemented such as the reduction of expenditure allocations and rationalization of 
spending priorities. 

6. in addition the Municipality undertook an extensive debt collection drive resulting in cash 
receipts on arrear debtors. These interventions translated into an expected net cash 
position of R9.310 million for the 2014/15 financial year and cash and cash equivaients 
totaled R9.310 million at year end. 

7. The 2015/2016 MTREF has been informed by the planning principle of ensuring adequate 
cash reserves over the medium-term. 

8. Cash and cash equivalents totals R1 7.452 miliion as at the end of the 2015/2016 financial 
year and increases to R24.192 million by 2016/17. 

Table 14 MBRR Table A8 - Cash Backed Reserves/Accumulated Surplus Reconciliation 


NC072 Umsobonwu ■ Tafale A8 Cash backed reserves/accumulated surpius reconciliation 


Description 

: 

2011/12 

2012/13 

2013114 

Current Year 2014/15 

2015/16 Medium Term Revenue& 

Expenditure Framework 

R thousand 

Audited ] 

Audited 

i Audited 


Adjusted 

FuilYear 

Budget Year 

Budget Year 

BudgetYear 

Outcome 

Outcome 

| Ouicome 

Budget 

Budgei 

j Forecast 

2015/16 

tl 2016/17 

+2 2017/18 

Cash and investments available 

i 









Cash/cash equivalenls atlhe year end 

31,895 

34,410 

19,947 

19,168 

1 

9,310 

17,452 

24,192 

28,695 

Other current invesbnents > 90 days 

0 

0 

0 

20,356 

1 

30,213 

8,589 

(7,892) 

M: .. ' 

Non current assels - investments 


- 


- 

- 

- 

- 

- 

mm 

Cash and investments available: 

31,995 

34,410 

j 19,947 

39,524 

39,524 

j 39,524 

26,040 

16,300 

12,000 

Appiication of cash and investments 



1 



| 




Unspeftt conditonat transfers 

29,359 j 

24,002 

I 11,165 

- 

- 

- 

- 

- 

- 

Unspent borrowing 

Statiifory requirements 

I 

1 

“ 


_ 






Other w orking capita! requirements 

Other provisions 

(23,375) 


(15,610) 

(26,793) 

(21,823) 

(21,823) 

(24,752) 

(24,283) 

(24,202) 

Long term investments commfed 

Reserves to be baeked by casbiinveshnents 

' - 

j 





' 

” 

' ” 

“ 

Total Application of cash and investm ehts: 

5,984 ] 

17,149 

j (4,446) 

(26,793) 

(21,823) 

(21,823) 

(24,752) 

(24,283) 

(24,202) 

Surplus(shortfatt) 

26,011 | 

17,261 

j 24,392 

66,317 

61,347 

j 61,347 

50,792 

40,583 

36,202 


MAY2015 


Page 38 





















































Umsobomvu Municipality 


2015/16 Armual Budget and MTREF 


Explanatory notes to Table A8 - Cash Backed Reserves/Accumulated Surplus 

Reconciliation 

1. The cash backed reserves/accumulated surplus reconciliation is aligned to the requirements 
of MFMA Circular 42 - Funding a Municipal Budget. 

2. In essence the table evaluates the funding levels of the budget by firstly forecasting the cash 
and investments at year end and secondly reconciiing the available funding to the 
liabilities/commitments that exist. 

3. The outcome of this exercise would either be a surplus or deficit. A deficit would indicate 

that the applications exceed the cash and investments available and would be indicative of 
non-compliance with the MFMA requirements that the municipaiity’s budget must be 
“funded”. ' 

4. Non-compliance with section 18 of the MFMA is assumed because a shortfall would 
indirectly indicate that the annual budget is not appropriately funded. 

5. From the table it can be seen that for the period 2014/15 the surplus deteriorated from 
R61.347 miliion to R50.792 million in 2015/16 and decreased to R36.202 million in 2017/18. 

6. Considering the requirements of section 18 of the MFMA, it can be concluded that the 
approved 2015/16 MTREF was funded owing tothe significant remaining surplus. 

7. As part of the budgeting and planning guidelines that informed the compilation of the 
2015/2016 MTREF the end objective of the medium-term framework was to ensure the 
budget is funded aligned to section 18 of the MFMA. 

8. As can be seen the budget has been modelled to decrease from R61.347 miilion to 
R50.792 mitlion by 2015/16 and will decrease to R36.202 million by 2017/18. 


<• 
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Table 15 MBRR Table A9 - Asset Management 


NC072 Umsobonwu - Table A9 Asset Management 
Descnption 


CAPITAL EXPewDITURE 
Total New Assets 


fnfrsstruclure - Rcad transport 
Infrastruciure - Electricity 
InfrastructuiQ - Water 
Infrastmcture - Senitetio n 
Infrostructure - Ofher 
Intraslructure 
Communlty 
Heritage assete 
Invesfrnent propertes 
Other assets 
Agricuitural Assets 
Biologlcd assets 
Jntangibtes 

Total Renewal of ExlstJnq Assels 


Infrastructure - Road iransport 
Infrastructure - Etectricity 
Infrastructure - Water 
Infrastructure - Sanitation 
Infrastructure - Other 
Infrestmature 
Communlty 
Herilage assets 
tnv estment properiies 
Other assets 
Agricultural Assets 
Bioiogical assets 
Intangibles 

Total Capital Ex&endltu 


Inlraslmclure - Rood transport 
Infrastrucfure ■ Electricify 
Infrastruciure - Water 
Infrastructure - Sanitation 
Infrastructure - Other 
Infrestructure 
Community 
Heritage assets 
investment properfes 
Other assets 
Agricultura! Assets 
Biologicd assets 
Intangibles 


TOTAL CAPJTAL EXPENDtTURE - Asset class 


ASSET REGISTER SUMMARY - PPE (WDV) 
Infrastructure - Road iransport 
Infrastructure - Electricity 
Intrastructure - Water 
Infrastructure - SanHation 
Infrastructure - Other 
Infrasfructure 
Community 
Heritage aesets 
Investment properljes 
Other assets 
Agricultural Assets 
Biotogicel assets 
Intanglbles 


TOTAL ASSET REOISTER SUMMARY • PPE (WDV 


EXPENDJTURE OTHER ITEMS 

Depreciation & asset Impalrment 


and Maintenan 


Infrastructure - Road transpori 
Infrastfuciure - Electricity 
Infrasttucture - Water 
Infrastructure - Sanitation 
Infrasttucture - Ofher 
Infra6trucbjre 
Community 
Heritage assets 
Investment propertes 
Other sssete 


Renewal of Existing Assets as % of total capex 
Renewal ofExl&ting Assets as % of deprecn'' 
R&M asa% oi PPE 
Renewal and R&M as a % of PPE 


2015/16 Medium Term Revenue & 

Current Year 2014/15 

Expenaaure Fram ework 


Audited Original Adjusted Full Year BudgetYear 

Outcome Budget Budget Forecast 2015/16 
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Explanatory notes to Table A9 - Asset Management 

1. Table A9 provides an overview of municipal capital allocations to building new assets and 
the renewal of existing assets, as well as spending on repairs and maintenance by asset 
class. 

2. National Treasury has recommended that municipalities should allocate at least 40 per cent 
of their capital budget to the renewal of existing assets, and aliocations to repairs and 
maintenance should be 8 per cent of PPE. The Municipaiity does not meet both these 
recommendations as the focus of resources is on new Basic service infrastructure and 
repair and maintenance amounts to 0.55 per cent as prioritised in the IDP. 


Table 16 MBRR Table A10 - Basic Service Delivery Measurement 
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NC072 Umsobomvu - Table A10 Basic servlce dellvery mgasurement 

"1 2011i12 I 2012/13 


ousehold servlce tarqets 


tVafer; 

Piped walor inside dwelling 
Piped waterinside yard (butnotin dwelling) 
Using public tap {at least min.service level) 
O&ier water supply (aUeastmin.service level) 
Minimum Service Level and Above sub-fofal 
Using public tap (< min.service level) 

Olher water supply (< min.service levei) 

No w aler supply 

Behw Minimum Service Level sub-total 

Total number of households 

Sanitationfseweraa e: 


Flush toilet (connected fo sewerage) 

Flush tojlet (with septic tank} 

Chemical tdlet 
Pit toilet (ventlated) 

Other toilet provisions (> min.service levei) 
Minimum Service Level and Above sub-total 
Buckettoilet 

Other totlet provisions (< min.service lev ei) 
No toilet provisions 

Below Minimum Service Level sub-iolal 
Total number of households 
tHnerav: 

Elocbicity (at least min.service level) 
Electricity - prepaid (min.service ievel) 
Minimum Service Level and Above sub-total 
Electricity (< min.serv ice level) 

Electricity - prepaid {< min. service level) 
Other energy sources 

Below Minimum Service Level sub-toial 
Totat number of households 
/?efuse; 

Removed at least once a week 

Minimum Service Level and Above sub-totai 

Removed less frequently than once a week 

Ustng communal retuse dump 

Using own refuse dump 

Other rubbish disposal 

No rubbish disposal 

Befow Minimum Service Levei sub-total 

Total number of households 


ousehoids receivinq FreeBasic Servtce 


Water (6 kiloEitres per housohold per month) 
SanitaSon (free minimum level service) 
Elecfricity/other energy (50kwh per household p 
Refuse (removed atleastonce a week) 


Gost of Free Baslc Services provided (R'000 


Water (6 kilolitres per household per month) 
Sanitabon (free sanitation service) 
Electricity/qfoer energy (50kwh per household p< 
Refuse (removed once aweek) 

Total cost of FBS prov ided (minimum social p 
Highest level of free service provided 


Property rates (R value threshold) 

Water (kitolifres per household per monlh) 
Sanitadori (kilolifres per household per month) 
Sanitation (Rand per household per monlh) 
Becfrjcity (kwh per household per monlh) 
Refuse (average litres perweek) 


evenue cost of free services provided (R'ODO 


Property rates (R15 000 thresbold rebate) 
Property rates (otlier exemptions, reductions 
and rebates) 

Water 

Sanitaton 

Electricity/other energy 
Refuse 

Municipai Housing - rental rebates 
Housing - top structure subsidies 
Olher 

Total revenue cost of free services provided 
(total social package) 


Current Year 2014/15 


2015/1G Medium Term RevenueA 
Expendtture Framework 


Budget Year i Budget Year BudgetYear 
2015/16 | +1 2016/17 +2 2017/18 



5,864 

7,773 

8,173 

8,423 : 

8,423 

8,423 

8,673 

8,673 | 

8,673 

5,857 

7,773 

8,173 

8,423 j 

8,423 

8,423 

8,673 

8.673 j 

8,673 

5,857 

7,773 

8,173 

8,423 ! 


lEI^EXEE] 

8,673 

8,673 j 

8,673 
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Explanatory notes to Table A10 ^ Basic Service Delivery Measurement 

1. Table A10 provides an overview of service delivery ievels, inciuding backlogs (below 
minimum service level), for each of the main services. 

2. The Municipality continues to make good progress with the eradication of backlogs: 

a. Water services - backlog is very small and will be eradicated as soon as a provincial 
Housing project is completed' in three years’ time. These households are largely 
found in ‘reception areas’ and will need to be moved to formai areas so that they can 
receive services. 

b. Sanitation services - backlog is very small and will be eradicated as soon as a 
provincial Housing project is completed in three years’ time. 

c. Electricity services - backlog will be eradicated over the MTREF. As indicated 
elsewhere, the emphasis in the electricity sector is on addressing urgent network 
upgrades. 

d. Refuse services - backlog does not exist at this stage. 


3. The budget provides for 3 782 households to be registered as indigent in 2015/2016, and 
therefore entitied to receiving Free Basic Services. The number is set to increase to 4032 
households given the rapid rate of in-migration to the Municipality, especially by poor people 
seeking economic opportunities. 

4. It is anticipated that these Free Basic Services will cost the municipality R0.747 million per 
month or R 8.967 million in 2015/2016 increasing to R10.107 million in 2017/18. This is 
covered by the municipality’s equitabie share allocation from national government. 
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Part 2 - Supporting Documentation 

2.1 Overview of the annual budget process 

Section 53 of the MFMA requires the Mayor of the municipaiity to provide generai politicai 
guidance in the budget process and the setting of priorities that must guide the preparation of 
the budget. In addition Chapter 2 of the Municipal Budget and Reporting Regulations states 
that the Mayor of the municipality must establish a Budget Steering Committee to provide 
technical assistance to the Mayor in discharging the responsibilities set out in section 53 of the 
Act. 

The Budget Steering Committee consists of the Municipal Manager and senior officiais of the 
municipaiity meeting underthe chairpersonship of the MMC for Finance. 

The primary aims of the Budget Steering Committee is to ensure: 

• that the process followed to compile the budget complies with iegislation and good 
budget practices; 

• that there is proper alignment between the policy and service delivery priorities set out 
in the Municipality's IDP and the budget, taking into account the need to protect the 
financial sustainability of municipality; 

• that the municipality’s revenue and tariff setting strategies ensure that the cash 
resources needed to deliver services are availabie; and 

• that the various spending priorities of the different municipal departments are properly 
evaluated and prioritised in the allocation of resources. 

2.1.1 Budget Process Overview 

In terms of section 21 of the MFMA the Mayor is required to table in Council ten months before 
the start of the new financial year (i.e. in August 2014) a time schedule that sets out the process 
to revise the IDP and prepare the budget. 

The Mayor tabled in Council the required the IDP and budget time schedule on 18 September 
2014. Key dates appiicable to the process were: 

• August 2014 - Joint strategic planning session of the Mayoral Committee and Executive 
Management. Aim: to review past performance trends of the capital and operating 
budgets, the economic realities and to set the prioritisation criteria for the compilation of 
the 2015/2016 MTREF; 

• November 2014 - Detail departmental budget proposals (capital and operating) 
submitted to the Budget and Treasury Office for consolidation and assessment against 
the financial planning guidelines; 

• 12 to 26 January 2015 - Review of the financia! strategy and key economic and financial 
pianning assumptions by the Budget Steering Committee. This included financial 
forecasting and scenario considerations; 

• January 2015 - Multi-year budget proposais are submitted to the Mayoral Committee for 
endorsement; 

• 24 February 2015 - Council considers the 2014/15 Mid-year Review and Adjustments 
Budget; 
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• February 2015 - Recommendations of the Mayoral Committee are communicated to the 
Budget Steering Committee, and on to the respective departments. The draft 2015/16 
MTREF is revised accordingly; 

• 31 March 2015 - Tabiing in Councii of the draft 2015/2016 IDP and 2015/2016 MTREF 
for public consultation; 

• April 2015 - The draft 2015/2016 MTREF as tabled before Council on 31 March 2015 
for community consultation was published on the municipaiity’s website, and hard copies 
have been made available at customer care offices, municipal notice boards and various 
libraries; 

• 8 May 2015 - Ciosing date for written comments; 

8 to 22 May 201 5 - finalisation of the 201 5/201 6 IDP and 2015/201 6 MTREF, taking into 
consideration comments received from'the pubiic, comments from National Treasury, 
and updated information from the most recent Division of Revenue Biil and financial 
framework; and 

• 27 May 2015 - Tabling of the 2015/2016 MTREF before Councif for consideration and 
approval. 

There were no deviations from the key dates set out in the Budget Time Schedule tabled in 

Council. 


2.1.2 IDP and Service Delivery and Budget Implementation Plan 

This is the third review of the IDP as adopted by Council in May 2012. it started in September 
2014 afterthe tabling of the IDP Process Plan and the Budget Time Schedule forthe 2015/2016 
MTREF in August. 

The Municipality’s IDP is its principal strategic pianning instrument, which ^irectly guides and 
informs its planning, budget, management and deveiopment actions. This framework is rolled 
out into objectives, key performance indicators and targets for implementation which directly 
inform the Service Delivery and Budget Imptementation Plan. The Process Plan applicabie to 
the fourth revision cycle included the following key IDP processes and deliverables: 

• Registration of community needs; 

• Compilation of departmental business plans including key performance indicators and 
targets; 

• Financial planning and budgeting process; 

* Pubiic participation process; 

* Compilation of the SDBIP, and 

* The review of the performance management and monitoring processes. 

The IDP has been taken into a business and financial planning process leading up to the 
2015/2016 MTREF, based on the approved 2014/15 MTREF, Mid-year Reviewand adjustments 
budget. The business planning process has subsequentiy been refined in the light of current 
economic circumstances and the resulting revenue projections. 

With the compilation of the 2015/2016 MTREF, each department/function had to review the 
business planning process, including the setting of priorities and targets after reviewing the mid- 
year and third quarter performance against the 2014/15 Departmental Service Delivery and 
Budget Implementation Plan. Business planning links back to priority needs and master 
planning, and essentially informed the detail operating budget appropriations and three-year 
capital programme. 
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2.1.3 Financial Modelling and Key Planning Drivers 

As part of the compilation of the 2015/16 MTREF, extensive financial modelling was undertaken 
to ensure affordability and long-term financial sustainability. The following key factors and 
planning strategies have informed the compilation of the 201 5/2016 MTREF: 

• Municipality growth 

• Policy priorities and strategic objectives 

• Asset maintenance 

o Economic climate and trends (i.e. inflation, Eskom increases, household debt, 
migration patterns) 

• Performance trends 

• The approved 2014/1 5 adjustments budget and performance against the SDBIP 

• Cash Flow Management Strategy 

• Debtor payment levels 

• Loan and investment possibilities 

o The need for tariff increases versus the ability of the community to pay for 
services; 

• Improved and sustainable service delivery 

In addition to the above, the strategic guidance given in National Treasury’s MFMA Circulars 74 
and 75 has been taken into consideration in the planning and prioritisation process. 

2.1.4 Community Consuitation 

v- 

The draft 2015/2016 MTREF as tabled before Council on 31 March 2015 for community 
consultation was published on the municipality's website, and hard copies have been made 
available at customer care offices, municipal notice boards and various libraries. E-mail 
notifications were sent to all organisations on the municipality’s database, including ratepayer 
associations, community-based organisations and organised business. 

Ali documents in the appropriate format (electronic and printed) have been provided to National 
Treasury, and other national and provincial departments in accordance with section 23 of the 
MFMA, to provide an opportunity for them to make inputs. 

The draft 2015/2016 MTREF as tabled before Council on 31 March 2015 for community 
consultation was published on the municipaiity’s website, and hard copies have been made 
available at customer care offices, municipal notice boards and various libraries; 


2.2 Overview of alignment of annuai budget with IDP 

The Constitution mandates locai govemment with the responsibility to exercise iocal 
developmental and cooperative governance. The eradication of imbalances in South African 
society can only be realized through a credible integrated deveiopmental planning process. 

Municipalities in South Africa need to utilise integrated development planning as a method to 
plan future development in their areas and so find the best soiutions to achieve sound long-term 
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development goals. A municipal IDP provides a five year strategic programme of action aimed 
at setting short, medium and long term strategic and budget priorities to create a development 
platform, which correlates with the term of office of the political incumbents. The plan aligns the 
resources and the capacity of a municipality to its overall deveiopment aims and guides the 
municipal budget. An IDP is therefore a key instrument which municipalities use to provide 
vision, leadership and direction to all those that have a role to play in the development of a 
municipal area. The IDP enabies municipalities to make the best use of scarce resources and 
speed up service delivery. 

Integrated developmental planning in the South African context is amongst others, an approach 
to planning aimed at involving the municipality and the community to jointly find the best 
solutions towards sustainable development. Furthermore, integrated development pianning 
provides a strategic environment for managing and guiding all planning, deveiopment and 
decision making in the municipality. 

It is important that the IDP developed by municipalities correlate with National and Provinciai 
intent. It must aim to co-ordinate the work of local and other spheres of government in a 
coherent plan to improve the quality of life for all the people living in that area. Appiied to the 
Municipality, issues of national and provincial importance should be reflected in the IDP of the 
municipality. A clear understanding of such intent is therefore imperative to ensure that the 
Municipality strategically complies with the key national and provincial priorities. 

The aim of this revision cycle was to develop and coordinate a coherent plan to improve the 
quality of life for ali the people living in the area, also reflecting issues of national and provincial 
importance. One of the key objectives is therefore to ensure that there exists alignment 
between national and provincial priorities, policies and strategies and the Municipality’s 
response to these requirements. 

V' • 

The national and provincial priorities, policies and strategies of importance include amongst 
others: 

• Green Paper on Nationai Strategic Planning of 2009; 

• Government Programme of Action; 

• Development Facilitation Act of 1 995; 

• Provincial Growth and Development Strategy (GGDS); 

• National and Provincial spatial development perspectives; 

• Relevant sector plans such as transportation, legislation and policy; 

• National Key Performance Indicators (NKPls); 

• Accelerated and Shared Growth initiative (ASGISA); 

• National 2014 Vision; 

• National Spatial Development Perspective (NSDP) and 

• The National Priority Outcomes. 

The Constitution requires local government to relate its management, budgeting and planning 
functions to its objectives. This gives a clear indication of the intended purposes of fnunicipa! 
integrated development planning. Legislation stipulates clearly that a municipality must not only 
give effect to its IDP, but must also conduct its affairs in a manner which is consistent with its 
IDP. The following table highlights the IDP’s five strategic objectives for the 2014/2015 MTREF 
and further planning refinements that have directly informed the compiiation of the budget: 


Table 17 IDP Strategic Objectives 


2014/15 Financial Year 

2015/2016 IVITREF 
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1. The provision of quality basic services 
and infrastructure 

1. Provision of quality basic services and 
infrastructure 

2. Acceleration of higher and shared 
economic growth and development 

2. Economic growth and development that leads to 
sustainable |ob creation 

3. Fighting of poverty, building clean, 
healthy, safe and sustainabie 

communities 

3.1 Fight poverty and build clean, healthy, safe and 
sustainable communities ■ 

3.2 Integrated Social Services for empowered and 
sustainable communities 

4. Fostering participatory democracy and 
adherence to Umsobomvu principles 
through a caring, accessible and 
accountable service 

4. Foster participatory democracy and Umsobomvu 
principles through a caring, accessible and 
accountable service 

5. Good governance, Financial viability and 
institutional governance 

5.1 Promote sound governance 

5.2 Ensure financial sustainability 

5.3 Optimal institutional transformation to ensure 
capacity to achieve set objectives 


In orderto ensure integrated and focused service delivery between ali spheres of government it 
was important for the Municipality to align its budget priorities with that of national and provincial 
government. All spheres of government place a high priority on infrastructure development, 
economic development and job creation, efficient service delivery, poverty alleviation and 
building sound institutional arrangements. 

Local priorities were identified as part of the IDP review process which is directiy aligned to that 
of the national and provincial priorities. The key performance areas can be summarised as 
follows against the five strategic objectives: 

1 . Provision of quality basic services and infrastructure which includes, amongst others: 

o Provide electricity; 
o Provide water; 
o Provide sanitation; 
o Provide waste removal; 
o Provide housing; 
o Provide roads and storm water; 
o Provide Municipality planning services; and 
o Maintaining the infrastructure of the Municipality. 

2. Economic growth and development that leads to sustainable job creation by: 

o Ensuring the is a ciear structural plan for the Municipality; 
o Ensuring planning processes function in accordance with set timeframes; 
o Facilitating the use of iabour intensiye approaches in the delivery of services and 
the building of infrastructure. 

3.1 Fight poverty and build clean, healthy, safe and sustainable communities: 
o Effective implementation of the Indigent Policy; 

o Working with the provincial department of health to provide primary health care 
services; 

o Extending waste removal services and ensuring effective Municipality cleansing; 
o Ensuringallwastewatertreatmentworksare operating optimally; 
o Working with strategic partners such as SAPS to address crime; 
o Ensuring save working environments by effective enforcement of building and 
health regulations; 

o Promote viable, sustainabie communities through proper zoning; and 
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o Promote environmental sustainability by protecting wetlands and key open 
spaces. 

3.2 Integrated Social Services for empowered and sustainable communities 

o Work with provincial departments to ensure the development of community 
infrastructure such as schools and clinics is properly co-ordinated with the 
informal settlements upgrade programme 

4. Foster participatory democracy and Umsobomvu principles through a caring, 
accessible and accountable service by: 

o Optimising effective community participation in the ward committee system; and 
o Implementing Umsobomvu in the' revenue management strategy. 

5.1 Promote sound governance through: 

o Publishing the outcomes of all tender processes on the municipal website 

5.2 Ensure financial sustainabiiity through: 

o Reviewing the use of contracted services 

o Continuing to implement the infrastructure renewal strategy and the repairs and 
maintenance plan 

5.3 Optimal institutional transformation to ensure capacity to achieve set objectives 

o Review of the organizational structure to optimize the use of personnel; 

In line with the MSA, the IDP constitutes a single, inclusive strategic plan for the Municipality. 
The five-year programme responds to the development challenges and opportunities faced by 
the Municipality by identifying the key performance areas to achieve the ( five the strategic 
objectives mentioned above. 

In addition to the five-year IDP, the Municipality undertakes an extensive planning and 
deveiopmental strategy which primarily focuses on a longer-term horizon; 15 to 20 years. This 
process is aimed at influencing the development path by proposing a substantial programme of 
pubiic-led investment to restructure current patterns of settlement, activity and access to 
resources in the Municipality so as to promote greater equity and enhanced opportunity. The 
strategy specifically targets future developmentai opportunities in traditional dormitory 
settlements. it provides direction to the Municipality’s IDP, associated sectorai plans and 
strategies, and the allocation of resources of the Municipality and other service delivery 
partners. 

This development strategy introduces important policy shifts which have further been translated 
into seven strategic focus areas/objectives as outlined below: 

• Developing dormant areas; 

• Enforcing hard development lines - so as to direct private investment; 

• Maintaining existing urban areas; 

• Strengthening key economic clusters; 

• Building social cohesion; 

• Strong developmental initiatives in relation to the municipal institution as a whole; and 

• Sound financial fundamentals. 
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Lessons learned with previous IDP revision and planning cycles as weli as changing 
environments were taken into consideration in the compiiation of the fourth revised IDP, 
including: 

• Strengthening the analysis and strategic planning processes of the Municipality; 

• Initiating zonal planning processes that involve the communities in the analysis and 
planning processes. More emphasis was placed on area based interventions, within the 
overall holistic framework; 

• Ensuring better coordination through a programmatic approach and attempting to focus 
the budgeting process through planning interventions; and 

• Strengthening performance management and monitoring systems in ensuring the 
objectives and deliverables are achieved. 

The 2015/2016 MTREF has therefore been directly informed by the IDP revision process and 
the foilowing tables provide a reconciliation between the IDP strategic objectives and operating 
revenue, operating expenditure and capital expenditure. 


V' 
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Table 18 MBRR Table SA4 - Reconciliation between the IDP strategic objectives and 
budgeted revenue 

NC072 Umsobomvu ■ Supportinq Table SA4 Reconciiiation of IDP strateqic objeciives and budqet frevenue) 


Slrategic Objeotive 


Basic Servtces 



2011/12 2012/13 2013114 


Audited Audited Audrted 

Outcome Outoms Outcotnc 


Current Year 2014/15 


2015/16 Hedium Term RevenueS 
Expenditure Framework 


FullYear BudgetYear Budget Year Budget Year 
Forecast 2015/16 tl 2016/17 +22017/18 


HOUSiNG SERViCES 
WATER TREATMENT WORKS 


WASTE WATER TREATMENT WORKS 3 


SOUOWASTE 
EtfCTRiCiTY 
REFUSE DUPM 


743 6,160 1,060 1,701 


38,559 45,269 62,922 51,499 56,283 51,252 26,131 


22,517 15,933 7,1 





19,209 19,977 



3j 4,656 5,173 5,662 5,696 6,152 6,152 . 6,521 6,912 7,327 

4 19,933 36,776 1 33,840 29,831 29,957 29,95? 38,927 39,244 47,925 


Transformation 


Sociai Services 


PARKS & RECREATION 
TRAFFIC SERVICES 


CEMETERIES 
PROPERTY SERVICES 
ASSESSMENT RATES 


13 5,604 





2.174 2,283 2,710 2,710 3,253 3,41$ 




718 495 376 399 6,057 6,057 1,121 

4,431 4,793 4,905 5,199 8,295 8,295 8.S5 1 8,793 


Local Economic 
Development 


Nunicipal Financial 


municipality 

FINANCE 


17 3,295 5,665 7,152 


7,348 7,348 7,354 7,794 


Good Governance and Council 
Public Paiticipadoti 


COUNCIL EXPENSES 
MUN1CPAL MANAGER 
CORPORATE SERVCE 


Allocations to cthet priorities 


Total Revenue (excluding capital ttansfers and contiibubonsj 




32,382 32,382 32,382 34,931 35,704 36,711 


129,696 j 146,819 j 185,391 1 144,391 j 159,957 1 159,95? | 173,656 1 151,227 1 153,036 
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Tabie 19 WIBRR Table SA5 - Reconciliation between the IDP strategic objectives and 
budgeted operating expenditure 


Strotegjc Objective 


R thousand 


Basic Servlces 


Provision & mflintenance of 
Infrastrocture & baslc servlces 


PU8UC WORKS 

WORKSHOP 

HOUSING SERVICES 

WATER TREATMENT WORKS 

WATER 

SEWERAGE 

WASTE WATER TREATMENT WORKS 

SOLfO WASTE 

ELECTRICfTY 

REFUSEDUPM 


Munjcipai Institutlonal Soclal Services 
Developmentand 


Local Econotnic 
Development 


PARKS & RECREATION 
TRAFFIC SERVICES 
MUSEUM 
LIBRARIES 
CEMETERIES 
PROPERTY SERVICES 
ASSESSMENT RATES 



Munlclpal Flnancial |To effectively manage (he revenue 
Vlabllityand Management jand expenditure functions of the 
jmunicipality 


Gootf Governance and 
Public ParUclpation 



COUNCIL EXPENSES 
MUNICIPAL MANAGER 
CORPORATE SERVICE 


2011/12 

2012/13 

Audited 

Outcome 

Audited 

Outcome 

10,962 

15,640 

404 

432 

2,077 

455 

ii 

19,564 

22,844 

4,460 

6,306 

3,598 

11,854 

18,043 

32.562 

13 


1,153 

1,240 

5,374 

2,572 

569 

643 

1,045 

1,081 

3,781 

508 

987 

1,030 

2,161 

364 

332 

47 

13,666 

10,483 

999 

13,371 

10,535 

1,309 

2,590 

2,532 

2,628 

3,100 


Current Year 2014/15 


Adjusted 

Full Year 

Budget 

Forecast 

11,044 

11.044 

413 

413 

482 

482 

21,950 

21.950 

9,550 

9,550 

6,312 

6,312 

25,619 

25,619 

1,299 

1,299 

3,613 

3,613 

696 

696 

1,860 

1,860 

315 

315 

2,300 

2,300 

2,734 

2,734 

15 

15 

16.603 

. 16,603 

2,700 

2.700 

14,542 

14,542 

2,783 

2,783 j 

5,725 

5,725 



130,553 

130,553 


2015/16 Medium Term Revenue & 
Expendlture Framework 


2015/16 j +12016/17 ] +2 2017/18 


11,759 12,307 


29,311 31,338 


16.935 18,001 


14,542 15,252 16,057 16,791 
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Table 20 MBRR Table SA6 - Reconciliation between the IDP strategic objectives and 
budgeted capital expenditure 


NC072 Umsobomvu - Supporting Table SA6 Reconciliation of IDP strategic objedives and budget (capital expenditure) 


Goal 


Strategic Objective 


2011/12 ' 2012/13 


CurrentYear 2014/15 


Audlted Audlted Audited Original j Adjusted Full Year 

Outcome Outcome Outcome Budget j Budget Forecast 


Budget Year Budget Ycar 
+1 2016/17 +2 2017/18 


Basic Services 

Provlslon & malntenanceof 

infrastructure & basic services 


PU8LIC WORKS 


WORKSHOP 


HOUSINGSERVfCES 


WATER TREATMENT WORKS 


WATER 


SEWERAGE 


WASTE WATER TREATMENT WORKS 


SOLD.WASTE 


ELECTRICITY 


REFUSE DUPM 

Munlclpal Institutional 
Developmcntand 

Social Services 

Transformation 

PARKS & RECREATfON 


TRAFFIC SERVICES 


MUSEUM 


iUBRARES 


ICEMETERIES 


iPROPERTY SERVICES 


ASSESSMENT RATES 

Local Economic 

Tourlsm 

Development 

LEDANDIDP 

Municipal Financial 

To effectivety manage the revenue 

Vrability and Management 

and expenditure funcbono of the 
munlcipallty 


FiNANCE 

Good Governance and 

Councll 

Public Particlpatjon 

MAYOR 


COUNCIL EXPENSES 


MUNICPAl MANAGER 


CORPORATE SERVICE 

Allocations to other priorities 


13,580 393 8,729 6,000 6,641 6,641 . 1,000 


30,050 28,870 43,058 31,500 33,600 33,600 36,872 11,000 


10,691 10,948 11,332 


153 3,125 3,353 1,500 1,500 1,500 7.000 5,000 11,500 

218 


100 1,550 


Total Capltal Expendlture 
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2.3 Measurable performance objectives and indicators 

Performance Management is a system intended to manage and monitor service delivery 
progress against the identified strategic objectives and priorities. In accordance with legislative 
requirements and good business practices as informed by the National Framework for 
Managing Programme Performance Ipformation, the Municipaiity has developed and 
implemented a performance management system of which system is constantly refined as the 
integrated planning process unfolds. The Municipality targets, monitors, assesses and reviews 
organisational performance which in turn is directly linked to individual employee’s performance. 

At any given time within government, information from multiple years is being considered; plans 
and budgets for next year; implementation for the current year; and reporting on last year's 
performance. Although performance information is reported publicly during the last stage, the 
performance information process begins when policies are being developed, and continues 
through each of the planning, budgeting, implementation and reporting stages. The pianning, 
budgeting and reporting cycle can be graphically illustrated as follows: 


Overslght 

by ParHament, provincial legisslature or munlcipal council 


Assess and adjust 


Monttor and take 
corrective action 


Identify desired impacts 


Strategic 

planning 


End-year reporting 


nattoriitt dopartmorjt 
provirtela* riep»rtm«nl 
murtlcloalily 
publtc entrty 
municioal entity 


Impiemantation 
in-year reporti 



Specify performance 
indicators 


Operation.tl 
planning and 
budgotmg 


Set targets and 
atlocate resources 


Figure 4 Planning, budgeting and reporting cycle 


The performance of the Municipality relates directly to the extent to which it has achieved 
success in realising its goals and objectives, complied with legislative requirements and meeting 
stakeholder expectations. The Municipality therefore has adopted one integrated performance 
management system which encompasses: 


Planning (setting goals, objectives, targets and benchmarks); 

Monitoring (regular monitoring and checking on the progress against plan); 



MAY2015 


Paee 54 




Umsobomvu Municipalitv 


2015/16 Annual Budget and MTREF 


♦ Measurement (indicators of success); 

* Review (identifying areas requiring change and improvement); 

• Reporting (what information, to whom, from whom, how often and for what.purpose); and 

• Improvement (making changes where necessary). 

The performance information concepts used-by the Municipality in its integrated performance 
management system are aiigned to the Framework of Managing Programme Performance 
Information issued by the National Treasury: 


The developmental results of achieving specific 

outcomes 


The medium-term results for specific beneficiaries 
that are the consequence of achieving specific 

outputs 




The following table provides the main measurable performance objectives the municipality 
undertakes to achieve this financial year. 
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Table 21 MBRR Table SA7 - Measurable performance objectives 


NC072 Umsobomvu » Supportlng Table SA7 Measureable performance objectives 


2015/16 Medium Term Revenue & 
Expendlture Framework 
Budg eTYe arl Bu dg iet Y ear ] Budget Year 
2015/16 j -H 2016/17 I +2 2017/16 
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Table 22 MBRR Table SA8 - Performance indicators and benchmarks 

NC072 Umsobomvu ■ Sopporting Table SA5 Performance indicators and benchmarks 


Description offinancial indicator 


Bprrowing Manaoement 


Credil RaSng 

Capila! Charges to Operating Expenditure Snleresl & Princlpa! Pald /Operating 
Expenditure 

Capilal Charges b Own Revenue Finance charges & Repay ment of 

boirowing /Own Revwiue 

Borrowed funding of'own' capilal ex penditure 8orrowing/Capital expertdibre excl, 
transfere and grants and contobulions 

Gearing Long Term Borrowing/ Funds & 

Reserves 



CurrentYear 20W15 




BudgetYear BudgetYear 
+1 2016/17 +22017/18 


liquiditv 

CurrentRafo 


fCunent assets/cunenl liabiljties 


Current RaJo adjusted for aged debtors Cunenl assels less debbre > 90 
days/currenl liabilities 


Lrquidity Rafo 
Revenue Manapement 


Monetay Assels/CurrentUabilifes 


Annual Oebbrs Coliection Rate {Paymenl [Last 12 Mflis Receipts/Last 12 Mths 
Levei %} 

Currenl Debtors ColiecSon Rate {Cash 
receipb % of Ralepayar &Olher revenua) 

Outstanding Debbrs b Revenue 


Total Outslanding Deblors to Annual 


Longstanding Debtors Racovered 
Creditors Manaoement 


Creditors System Effictertcy 
Creditors b Cash and Invesiments 
Other Indicators 


Electricity Distribufion Losses (2) 


Water Distribujon Losses (2) 


Debtors > 12 Mlhs Rficovered/Tolal 
Debtors > 12 Montis Old 

% of Credifors Paid Wthin Terms 
(wiihinMFMA’ s 65(e)} 


Total Vdume Losses (kW) 

Total Cost of Losses {Rand ‘000) 

% Volume (units purchased and 
generated less untts soldj/units 
purchased and generated 
Tofcl Vdume Losses (kt) 

Total Costof Losses (Rand '000) 

% Volume (units purchasad aicf 
generated less units so!d)/units 
purchased and generated 



ii. O/S Service Debbrs to Revenue jTotal outstanding service debtors/ai¥iua[ 

iii. Costcoverage 


0 . 0 % 0 . 0 % 0 . 0 % 0 . 0 % 


1.7 85.6 

0.6 49.4 


204.2% 95.9% 78.8 


28.4% . 35.4% 38.6% 35.8% 

33.4% 39.6% 41.5% 36.5% 

2.0% . 2.3% 2.2% 3.4% 


0.8% 

0.8% 

0.8% 

1.5% 

1.5% 

1.4% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

85.6 

85.6 

68.4 

85.6 

85.6 

68.4 

49.4 

49.4 

315 

106.2% 

87.1% 

87.1% 

87.1% 

87.1% 

86.8% 

26.6% 

26.6% 

24.3% 

100.0% 

100.0% 

100.0% 

tr- 

0.0% 

0.0% 

0.0% 

35.8% 

35,8% 

34.4% 

38.5% 

38.5% 

37.0% 

3.4% 

3.4% 

2.8% 

22.2% 

22.2% 

20.5% 

10,7 

10.7 

26.0 

45.7% 

45.7% 

42.0% 

1.4 

1.4 

2.5 


68.4 55.5 50.0 

68.4 55.5 50.0 


32.5 20.4 15.0 

% 86 . 8 % 86 . 8 % 
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2.3.1 Performance indicators and benchmarks 


2.3. 1. 1 Borrowing Management 

Capital expenditure in local government can be funded by capital grants, own-source revenue 
and long term borrowing. The ability of a municipality to raise long term borrowing is largely 
dependent on its creditworthiness and financial position. As with all other municipalities, 
Umsobomvu Municipality’s borrowing strategy is primarily informed by the affordability of debt 
repayments. The structure of the Municipality’s debt portfolio is dominated by annuity loans. 
The following financiai performance indicators have formed part of the compilation of the 
2015/16 MTREF: 

♦ Capital charges to operating expenditure are a measure of the cost of borrowing in 
relation to the operating expenditure. It can be seen that the cost of borrowing is less 
than .7 per cent in 2015/2016 and remains constant up to 2016/17. Whiie borrowing is . 
considered a prudent financial instrument in financing capital infrastructure development, 
this indicator will have to be carefully monitored going forward as the Municipality has 
reached its prudentia! borrowing limits. 

• Borrowing funding of own capital expenditure measures the degree to which own capital 
expenditure (excluding grants and contributions) has been funded by way of borrowing. 
The average over MTREF is zero per cent which substantiates the above mentioned 
statement that the Municipality has reached its prudential borrowing limits. 

The Municipaiity’s debt profile provides some interesting insights on the Municipality’s future 
borrowing capacity. Firstly, the use of amortising loans leads to high debt service costs at the 
beginning of the loan, which deciines steadily towards the end of the loan's term. 

The Municipality has raised mainly amortising loans over the past five years, hence effectively 
‘front-loading’ its debt service costs. This is reflected in the Municipality’s debt service profile, 
which predicts large debt service costs between 2012 and 2017. Debt service costs are 
expected to peak in 2017 due to the redemption of the last few term loans held by the 
Municipality. 

In summary, various financial risks could have a negative impact on the future borrowing 
capacity of the municipality. In particular, the continued ability of the Municipality to meet its 
revenue targets and ensure its forecasted cash fiow targets are achieved will be critical in 
meeting the repayments of the debt sen/ice costs. As part of the compilation of the 2015/2016 
MTREF the potential of smoothing out the debt profile over the longer term wiil be inv'estigated. 


2. 3. 1.2 Safety of Capital 

• The debt-to-equity ratio is a financia! ratio indicating the relative proportion of equity and 
debt used in financing the municipality’s assets. The indicator is based on the total of 
loans, creditors, overdraft and tax provisions as a percentage of funds and reserves. 

• The gearing ratio is a measure of the total long term borrowings over funds and 
reserves. 

2. 3. 1.3 Liquidity 

• Current ratio is a measure of the current assets divided by the current liabilities and as a 
benchmark the Municipality has set a limit of 1, hence at no point in time should this ratio 
be less than 1. For the 2015/2016 MTREF the current ratio is 1.68 in the 2015/2016 
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financiai year and 1 .55 and 1 .50 for the two outer years of the MTREF. Going forward it 
will be necessary to maintain these levels. 

• The liquidity ratio is a measure of the ability of the municipaiity to utilize cash and cash 
equivalents to extinguish ■ or retire its current liabilities immediately. Ideally the 
municipality should have the equivalent cash and cash equivalents on hand to meet at 
least the current liabilities, which' should translate into a liquidity ratio of 1. Anything 
below 1 indicates a shortage in cash to meet creditor obligations. For the 2014/15 
financial year the ratio was 0.6 and as part of the financial planning strategy it has been 
stabilized at 1.73 in the 2015/16 financial year. This needs to be considered a pertinent 
risk for the municipality as any under collection of revenue will translate into serious 
financial challenges for the Municipality. As part of the longer term financiai planning 
objectives this ratio will have to be set at a minimum of 1. 

2.3. 1.4 Revenue Management 

• As part of the financial sustainability strategy, an aggressive revenue management 
framework has been implemented to increase cash inflow, not only from current billings 
but also from debtors that are in arrears in excess of 90 days. The intention of the 
strategy is to streamline the revenue value chain by ensuring accurate billing, customer 
service, credit control and debt collection. 


2.3. 1.5 Creditors Management 

• The Municipality has managed to ensure that creditors are settied within the legislated 
30 days of invoice. While the liquidity ratio is of concern, by applying daily cash flow 
management the municipality has managed to ensure a 100 per cent compliance rate to 
this legislative obligation. This has had a favourable impact on supplters’ perceptions of 
risk of doing business with the Municipality, which is expected to benefit the Municipality 
in the form of more competitive pricing of tenders, as suppliers compete for the 
Municipality’s business. 


2. 3. 1.6 Other Indicators 

• Employee costs as a percentage of operating revenue continues to decrease over the 
MTREF. This is.primarily owing to the high increase in bulk purchases which directly 
increase revenue levels, as well as increased allocation relating to operating grants and 
transfers. 

• Similar to that of employee costs, repairs and maintenance as percentage of operating 
revenue is also decreasing owing directiy to cost drivers such as bulk purchases 
increasing far above inflation. In real terms, repairs and maintenance has increased as 
part of the Municipality’s strategy to ensure the management of its asset base. 


2.3.2 Free Basic Services: basic social services package for indigent households 

The social package assists residents that have difficulty paying for services and are registered 
as indigent households in terms of the Indigent Policy of the Municipality. With the exception of 
water, only registered indigents qualify for the free basic services. 
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Forthe 2015/2016 financial year 3782 registered indigents have been provided for in the budget 
with this figured increasing to 4032 by 2016/17. In terms of the Municipality’s indigent policy 
registered househoids are entitied to 6kt fee water, 50 kwh of electricity, sanitation and free 
waste removal equivalent to removal once a week, as well as a discount on their property rates. 

Further detail relating to the number of households receiving free basic services, the cost of free 
basic services, highest level of free basic services as well as the revenue cost associated with 
the free basic services is contained in Table 27 MBRR A10 (Basic Service Delivery 
Measurement) on page 44. 

Note that the number of households in informal areas that receive free services and the cost of 
these services (e.g. the provision of water through stand pipes, water tankers, etc) are not taken 
into account in the table noted above. 


2.3.3 Providing clean water and managing waste water 

The Municipality is the Water Services Authority for the entire municipality in terms of the Water 
Services Act, 1997 and acts as water services provider. The total water suppiy of is extracted 
and treated by the municipality, from rivers and boreholes. 

The Department of Water Affairs conducts an annual performance rating of water treatment 
works, presenting a Blue Drop or Green Drop award respectively to potable water treatment 
works and waste water treatment works that meet certain criteria of excellence. 

• The infrastructure at most of the waste water treatment works is old and insufficient to 
treat the increased volumes of waste water to the necessary compliance standard; 

• Shortage of skilled personnel makes proper operations and maintenance difficult; 

• Electrical power supply to some of the plants is often interrupted which hampers the 
purification processes; and 

• There is a lack of proper regional catchment management, resulting in storm water 
entering the sewerage system. 

The following are some of the steps that have been taken to address these chalienges: 

• Infrastructure shortcomings are being addressed through the capital budget in terms of a 
5-year upgrade plan; 

• The filling of vacancies has commenced and the Waste Water Division wil! embark on an 
in-house training programme, especially for operational personnel; 

• The Electricity Division is to install dedicated power supply iines to the plants; and 

• The Division is working in consultation with the Department of Water Affairs to address 
catchment management. 

2.4 Overview of budget related-policies 

The Municipality’s budgeting process is guided and governed by relevant legislation, 
frameworks, strategies and related policies. 


2.4.1 Review of credit control and debt collection procedures/policies 
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The Collection Policy as adopted by Counct! in March 2015 is currently under review. While the 
adopted policy is credible, sustainable, manageable and informed by affordability and value for 
money there has been a need to review certain components to achieve a higher collection rate. 
Some of the possible revisions will include the lowering of the credit periods for the down 
payment of debt. In addition emphasis will be placed on speeding up the indigent registration 
process to ensure that credit contro! and debt collection efforts are not fruitlessly wasted on 
these debtors. 


The 2015/2016 MTREF has been prepared on the basis of achieving an average debtors’ 
collection rate of 95 per cent on current billings. In addition the collection of debt in excess of 90 
days has been prioritised as a pertinent strateg^ in increasing the Municipality’s cash levels. In 
addition, a payment incentive scheme has been implemented and has delivered significant 
results in the recovery of older debt. 


2.4.2 Asset Management, Infrastructure Investment and Funding Policy 

A proxy for asset consumption can be considered the level of depreciation each asset incurs on 
an annual basis. Preserving the investment in existing infrastructure needs to be considered a 
significant strategy in ensuring the future sustainability of infrastructure and the Municipality’s 
revenue base. Within the framework, the need for asset renewal was considered a priority and 
hence the capital programme was determined based on renewal of current assets versus new 
asset construction. 

Further, continued improvements in technoiogy generally allows many assets to be renewed at 
a lesser ‘real’ cost than the original construction cost. Therefore, it is considered prudent to 
allow for a slightly lesser continual level of annual renewal than the^ average annual 
depreciation. The Asset Management Policy is therefore considered a strategic guide in 
ensuring a sustainable approach to asset renewal, repairs and maintenance and is utilised as a 
guide to the selection and prioritisation of individual capital projects. In addition the policy 
prescribes the accounting and administrative policies and procedures relating to property, plant 
and equipment (fixed assets). 


2.4.3 Budget Adjustment Policy 

The adjustments budget process is governed by various provisions in the MFMA and is aimed 
at instilling and establishing an increased level of discipline, responsibility and accountability in 
the financial management practices of municipalities. To ensure that the Municipality continues 
to deliver on its core mandate and achieves its developmehtal goals, the mid-year review and 
adjustment budget process will be utilised to ensure that underperforming functions are 
identified and funds redirected to performing functions. 


2.4.4 Supply Chain Management Policy 

The Supply Chain Management Policy was adopted by Council in March 2015. An amended 
policy will be considered by Council in due course of which the amendments will be extensively 
consulted on. 
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2.4.5 Budget Policy 

The Budget Policy aims to empower senior managers with an efficient financial and budgetary 
amendment and control system to ensure optimum service delivery within the legislative 
framework of the MFMA and the Municipality’s system of delegations. The Budget Policies 
were adopted by Council in March 2015. 


2.4.6 Cash Management and Investment Policy 

The Municipality's Cash Management and Investment Policy was adopted by Council in March 
2015. The aim of the policy is to ensure that the’’ Municipality's surplus cash and investments are 
adequately managed, especially the funds set aside for the cash backing of certain reserves. 
The policy details the minimum cash and cash equivalents required at any point in time and 
introduce time frames to achieve certain benchmarks. 


2.4.7 Tariff Policies 

The Municipality’s tariff poiicies provide a broad framework within which the Council can 
determine fair, transparent and affordabie charges that also promote sustainable sen/ice 
delivery. The policies have been approved on various dates and a consolidated tariff policy is 
envisaged to be compiled for ease of administration and implementation of the next two years. 

2.4.8 Financial Modelling and Scenario Planning Policy 

The Financial Modelling and Scenario Planning Poiicy has directly informed'fhe compilation of 
the 2014/2015 MTREF with the emphasis on affordability and long-term sustainability. The 
policy dictates the approach to longer term financial modelling. The outcomes are then filtered 
into the budget process. The model and scenario planning outcomes are taken to Council every 
November and then translate into recommendations for the budget guidelines that inform the 
compilation of the next MTREF. One of the salient features of the policy is the emphasis on 
financial sustainability. Amongst others, the following has been modelled as part of the financial 
modelling and scenario planning process: 

• Approved 2014/1 5 Adjustments Budget; 

• Cash Flow Management Interventions, Initiatives and Strategies (including the cash 
backing of reserves); 

• Economic climate and trends (i.e. Inflation, household debt levels, indigent factors, 
growth, recessionary implications); 

• Loan and investment possibiiities; 

• Performance trends; 

• Tariff Increases; 

• The ability of the community to pay for services (affordability); 

• Policy priorities; 

• Improved and sustainable service delivery; and 

• Debtor payment levels. 

All the above policies are availabie on the Municipality’s website, as well as the following budget 
related poiicies: 
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• Property Rates Policy; 

• Funding and Reserves Policy; 

• Borrowing Policy; 

• Budget Policy; and 

• Basic Social Services Package (Indigent Policy). 


2.5 Overview of budget assumptions 

2.5.1 External factors 

■ t ... 

Domestically, after five years of strong growth, during which about 400 jobs were created, our 
economy shrank by an estimated 1.8 per cent last. It is expected that recovery from this 
deterioration will be slow and uneven, and that growth for 2015 will be .7 per cent rising to .8 per 
cent by 2017. 

Owing to the economic slowdown, financial resources are limited due to reduced payment levels 
by consumers. This has resulted in declining cash inflows, which has necessitated restrained 
expenditure to ensure that cash outflows remain within the affordability parameters of the 
Municipality’s finances. 


2.5.2 General inflation outlook and its impact on the municipal activities 

There are five key factors that have been taken into consideration in the compilation of the 
2015/2016 MTREF: 

v 

• National Government macro-economic targets; 

• The general inflationary outiook and the impact on Municipality’s residents and 
businesses; 

• The impact of municipal cost drivers; 

• The increase in prices for bulk electricity and water; and 

• The increase in the cost of remuneration. Employee related costs comprise 30.03 per 
cent of total operating expenditure in the 2015/2016 MTREF and therefore this increase 
above inflation places a disproportionate upward pressure on the expenditure budget. 

2.5.3 Credit rating outlook 

No credit rating have been done by the Municipality 

2.5.4 Interest rates for borrowing and investment of funds 

The MFMA specifies that borrowing can only be utilised to fund capital or refinancing of 
borrowing in certain conditions. The Municipaiity engages in a number of financing 
arrangements to minimise its interest rate costs and risk. However, for Umsobomvu 
Municipality the 2015/2016 MTREF is based on the assumption that ali borrowings are 
undertaken using fixed interest rates for amortisation-style loans requiring both regular principal 
and interest payments. As part of the compilation of the 2015/2016 MTREF the potential of 
smoothing out the debt profile over the long term will be investigated. 
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2.5.5 Collection rate for revenue services 

The base assumption is that tariff and rating increases will increase at a rate slightly higher that 
CPI over the long term. It is also assumed that current economic conditions, and relatively 
controlled inflationary conditions, will continue for the forecasted term. 

The rate of revenue collection is currently expressed as a percentage (85 per cent) of annual 
billings. Cash flow is assumed to be 85 per cent of billings, plus an increased collection of 
arrear debt from the revised collection and credit control policy. The performance of arrear 
collections will however only be considered a source of additional cash inTlow once the 
performance has been carefully monitored. 


2.5.6 Growth or deciine in tax base of the municipality 

Debtors’ revenue is assumed to increase at a rate that is influenced by the consumer debtors 
collection rate, tariff/rate pricing, real growth rate of the Municipality, household formation 
growth rate and the poor household change rate. 

Household formation is the key factor in measuring municipal revenue and expenditure growth, 
as servicing 'households’ is a greater municipal service factor than servicing individuals. 
Household formation rates are assumed to convert to household dwellings. In addition the 
change in the number of poor households influences the net revenue benefit derived from 
househoid formation growth, as it assumes that the same costs incurred for servicing the 
household exist, but that no consumer revenue is derived as the 'poor household’ limits 
consumption to the level of free basic services. 


2.5.7 Salary increases 

In the absence of a coilective agreement regarding salaries/wages, a provision of 4.4 per cent 
has been made for the 2015/16 financial year. 


2.5.8 Impact of national, provincial and local policies 

Integration of service delivery between national, provincial and local government is critica! to 
ensure focussed service delivery and in this regard various measures were implemented to 
align IDPs, provincial and national strategies around priority spatial interventions. In this regard, 
the following national priorities form the basis of all integration initiatives: 

• Creating jobs; 

• Enhancing education and skill development; 

• Improving Health services; 

• Rural development and agriculture; and 

• Fighting crime and corruption. 

To achieve these priorities integration mechanisms are in place to ensure integrated planning 
and execution of various development programs. The focus will be to strengthen the link 
between policy priorities and expenditure thereby ensuring the achievement of the national, 
provincial and iocal objectives. 



Umsobomvu Municipality 


2015/16 Annual Budget and MTREF 


2.5.9 Ability of the municipality to spend and deliver on the programmes 

It is estimated that a spending rate of at least 97 per cent is achieved on operating expenditure 
and 100 per cent on the capital programme for the 2015/2016 MTREF of which performance 
has been factored into the cash flo\A/ budget. 


2.6 Overview of budget funding 

2,6,1 Medium-term outlook: operating revenue 

The following table is a breakdown of the operating revenue over the medium-term: 


Table 12 Summary of Operating Expenditure by Standard Classification item 




n20 15/3.6 fyj edi Unl Jterfri : ftey ehUe) &:E>{perni i tb reTTa me wcn" £lSl§| 



Ipiplii 

fesSiSasa 


lEaa35t-t .. 

Employee Related Costs 


39,084,059.63 


40,627,602.00 

45,350,666.00 MjSM 

Debt Impaired 

5 . 

5,238,063.00' 

m 

I 

siila 

3.091.745.00 

5.458.470.00 

3,246,332.00 ||«|3;24b,332;poig 

Depreciation & Asset Impairment 

23,834,140.00 


23,843,783.00 

SiSSl 23.847,446.00 

Finance Charges 

360,000.00 

liPSe^OOOiQEii' 

310,000.00 


Bulk Purchases 

H 

18,670,000.00 


21,284,464.00 


Other Materials 



_ ) 



Contacted Servlces 


- 

: ~ 

- 

lllliilll iiiMliiiii 

Transfersand Grants 

- 

•. .. : 


9,536,950.00 

Other Expenditure BsSSS 

40,421,124.71 



atf^aTWTTDW - 

Loss on Disposable PPF 

fll TrVv-v.vT 

1,228.00 




Total Expenditure 

| 126,028,783.94 

230^553; 134.34) 

130,553,13434 

135,258,287.00 



V- 

The following graph is a breakdown of the operational revenue per matn category for the 
2015/16 financial year. 
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Figure 6 Breakdown of operating revenue over the 2015/16 MTREF 

Tariff setting plays a major role in ensuring desired leveis of revenue. Getting tariffs right assists 
in the compilation of a credible and funded budget. The Municipality derives most of its 
operational revenue from the provision of goods and services such as water, electricity, 
sanitation and soiid waste removai. Property rates, operating and capitai grants from organs of 
state and other minor charges (such as building plan fees, licenses and permits etc). 

The revenue strategy is a function of key components such as: 

• Growth in the Municipality and economic development; 

• Revenue management and enhancement; 

• Achievement of a 95 per cent annual collection rate for consumer revenue; 

• National Treasury guidelines; 

• Electricity tariff increases within the National Electricity Regulator of South Africa 

(NERSA) approval; • 

• Achievement of full cost recovery of specific user charges; 

• Determining tariff escaiation rate by establishing/calculating revenue requirements; 

• The Property Rates Policy in terms of the Municipal Property Rates Act, 2004 (Act 6 of 
2004) (MPRA), and 

• And the ability to extend new services and obtain cost recovery levels. 

The above principles guide the annuai increase in the tariffs charged to the consumers and the 
ratepayers aligned to the economic forecasts. 

The proposed tariff increases for the 2015/1 6 MTREF on the different revenuq. categories are: 


Table 33 Proposed Tariff Increase Over The Medium-term 


Revenue 

Category 

2015/16 
Proposed 
Tariff Increase 

2016/17 
Proposed 
Tariff Increase 

2017/18 

Proposed 

Tariff Increase 

2015/16 

Additional 

Revenue for 

Each 1% Tariff 

• Increase ' 

2016/17 

Additional 

■■ ■ V- 

Revenue 

Owing To 1% 
Tariff Increase 

2017/18 

Total 

Budgeted 

Revenue 




p— 


: - ■ ■■ ■ s 

s 

Property Rates 

: 0.00% 

6.00% 

6.00% 

R 

R 487 

R 516 

Sanitation 

6.00% 

6.00% 

.. 6.00%, 



R 525 

Solid Waste 

6.00% 

6.00% 

: 6.00% 

R 358 


R 403 

Water 

6,00% 

6.00% 

6.00% 

R 743 

^SSSSlP?f 

R 838 

Electricity 


7.00% 


R 3,399 


R 2,133 

!■ 


L. V; 

i 




Revenue to be generated from property rates is R 8.117 million in the 2015/16 financial year 
and increases to R 9.120 million by 2017/18 which represents 6.82 per cent of the operating 
revenue base of the Municipality. It remains relatively constant over the medium-term. With the 
implementation of the Municipai Property Rates Act the basis of rating significantly changed. 
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The Municipality is still in a process of further data verification and validation relating to the 
valuation roli. As the levying of property rates is considered a strategic revenue source a 
general valuation process was undertaken in the 2014/15 financial year. The outcome of this 
initiative is closely monitored and reported on a regular basis as part of the quarterly 
performance reporiing. 

Services charges relating to electricity, 'water, sanitation and refuse removal constitutes the 
biggest component of the revenue basket of the Municipality totalling R58.978 million for the 
2015/16 financial year and increasing to R62.953 million by 2016/17. For the 2015/16 financial 
year services charges amount to 49.94 per cent of the total revenue base and grows by 0.72 
and 0.68 per cent per annum over the medium-term. This growth can mainly be attributed to 
the increase in the buik prices of electricity and Water. 

Operational grants and subsidies amount to R39.919 million, R41.019 million and R42.197 
million for each of the respective financial years of the MTREF, or 31.02, 32.75 and 32.16 per 
cent of operating revenue. The percentage of ,the total. operational grants and transfers in 
relation to the total operating revenue is increasing owing to the high increases in revenue 
relating to services charges. 

Investment revenue contributes marginally to the revenue base of the Municipality. 

The tables below provide detail investment information and investment particulars by maturity. 

Table 23 MBRR SA15 - Detail Investment Information 


NC072 Umsobomvu ■ Supportirtg Table SA15 Investment particulars by type 


Investment type 

R thousand 


2011/12 

2012/13 

2013/14 

Current Year 2014/15 

2015/16 Medium Term Revenue & 

^ Expenditure Fram ework 

Ref 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Originai 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Budget Year 

2015/16 

Budget Year 

+1 2016/17 

Budget Year 

+2 2017/18 

Parentmunictoalitv 

Securifies - Nalional Govemment 

Listed Corporate Bonds 

Deposfe - Bank 

Deposfe - Public invesfinent Commissioners 
Deposfe - Corporalion for Pubfic Oeposits 
Bankers Acceptance Ceiificates 

Negofiable Cerfficates of Deposit- Banks 
Guaranteed EndowmentPolicies {sinking} 
Repurchase Agreements - Sanks 

Municipd Bonds 




12,000 

6,000 

6,000 

6,000 

6,000 

8,000 


Municipality sub-total 

Entities 

Securities - Nafiona! Govemment 

Listed Corporate Bonds 

Deposits - Bank 

Deposits - Pubiic Investment Commissioners 
Deposits - Corporafion for Public Deposits 
Bankers Acceptance Certificates 

Negodable Certificates of Deposit - Banks 
Guaranteed EndowmentPolicies (sinking) 
Repurchase Agreements - Banks 

1 



12,000 

6,000 

6,000 

6,000 

6,000 

6,000 


Entities sub-total 


- 

- 

- 

- 

- 

- 

- 


- 

Consolidated total: 


- 

- 

12,000 

6,000 

6,000 

6,000 

6,000 

■MS3 

- 
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Figure 7 Sources of capital revenue for the 201 5/16 financial year 

Capital grants and receipts equates to 97.01 per cent of the total funding source which 
represents R55.563 million for the 2015/16 financial year and decrease to R26.948 miilion by 
2016/17. Grants are decreasing by >48.50 per cent over the medium-term. 

Borrowing still remains an insignificant 'funding source for the capital programme over the 
medium-term. As explained earlier, the borrowing capacity of the Municipality has essentially 
reached its limits and going forward borrowing limits wii! remain constant. 

The following table is a detailed analysis of the Municipality's borrowing liability. 

ti 

Table 26 MBRR Table SA 17 - Detai! of borrowings 


NC072 Umsobomvu - Supporting Table SA17 Borrowinfl 

Borrowing - Categorised by typfr ^Ret 


Long-Term Loans (annuity/reducing bolance) 
Long-Term Loans (non-annuity) 

Local registBred stock 
Instalment Credit 
Financiat Leases 
PPP HabilHies 

Finance Granted By Cap Equipment Supplier 
Marketable Bonds 
Non-Marketable Bonds 
Bankers Acceptances 
Financial darivatives 


CurrentYaar 2D14/15 


2015/16 Medium Term Revenue & 
Expenditure Framework 


Fu|| Year Budget Year BudgetYear BudgetYear 
Forecast 2015/16 +1 2016/17 *2 2017/1B 


Municfpallty eub-iotal 
Entltles 

Lortg-Term Loans (annurty/reducing balance) 
Long-Term Loans (noivannuity) 

Local registered stock 
Instalment Credrt 
Financial Leases 
PPP liabilrties 

Finance Granted By Cap Equipmont SuppEor 
Marketabte Bonds 
Non-Marketable Bonds 
Bankers Acceptances 
Financial derivatives 
Other Securities 
Entitles sub-total 

Total Borrowing 


Unspent Borrowing - Categorised by type 
"arent municipalitv 


Long-Term Loans (annuity/reducing balance) 
Long-Term Loans (non-annuity ) 

Local registered stnck 
InstaSment Credit 
Financial Leases 
PPP liabiljties 

Finance Granted By Cap Equipment Supplier 
Marketable Bonds 
Non-Marketable Bonds 
Bankers Acceptonces 
Financial dehvatives 
Other Securrbes 
Wlunicipality sub-total 

Entities 

Long-Term Loans (annuity/reducing balance) 
Long-Term Loans (non-annuity ) 

Locel registered stock 
Instalment Credit 
Fmanciai Leeses 
PPP liabilities 

Finance Granted By Cap Equipment Supplier 
Marketable Bonds 
Non-Marketable Bonds 
Bankers Acceplances 
Finanolal derivabves 
Other Securilies 
Entities sub-total 
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The following graph illustrates the growth in outstanding borrowing for the 2011/12 to 2017/18 
period. 


Figure 8 Growth in outstanding borrowing (long-term liabilities) 
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Table 27 MBRR Table SA 18 - Capital transfers and grant receipts 


NC072 Umsobomvu - Supporting Table SA18 Transfers and grant receipts 


Description 

2011/12 

2012/13 

2013/14 

Current Year 2014/15 

2015/16 Medium Term Reverjue & 

Expendlture FrameworK 

R thousand 

Audited 

Audlted 

Audited 

Original 

Adjusted 

Full Year 

Budget Year 

Budget Year 

Budget Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

2015/16 

+1 2016/17 

+2 2017/18 

RECEIPTS: 










Operatina Transfers and Grants 










National Government: 

28,335 

31,619 

34,152 

35,673 

35,673 

35,673 

38,234 

39,062 

40,240 

Local Governmertt Equitable Share 

26,095 

29,319 

30,684 

32,382 

32,382 

32,382 

34,931 

35,704 

36,711 

FINANCE MANAGEMENT 

1,450 

1,500 

1,650 


1,800 

1,800 

1,800 

1,825 


MSIG 

790 

800 

890 

934 

934 

934 

940 

957 

1,033 

MIGADMIN -PMU 

- 


678 

557 

567 

557 

563 

576 

596 

Energy Efficiency and Demand Managemenl 

- 


250 




- 

- 

- 

Other transfers/grante {insert description] 










Provlndal Governmenfc 

522 

715 

708 

991 

991 


1,685 

1,957 

1,957 

DEPT ART & CULTURE (LI8RARY) 

522 

715 

708 

991 

991 


1,685 

1,957 

1,957 

YOUTH PROGRAMS 

_ 









IMMUNISATION GRANT 

" 









Other transfers/grants [inssrt descripfion] 










Distrlct Municipality: 

HHH 

- 

- 

_ 




_ 

_ 

(inseri description] 










Other grant providers: 

- 

- 

3,600 

_ 

_ 

_ 

_ 


_ 

finsert description) 



3,600 







Total Oporating Transfers and Grants 

28,857 

32,334 

38,460 

36,664 

36,664 

36,664 

39,919 

41,019 

42,197 

Caoital Transfers and Grants 










National Government: 

45,492 

51,921 

47,473 

43,091 

50,832 

50,832 

55,563 

26,948 

22,832 

RBIG-DWAF 

37,869 

■HE2£H 

31,000 

30,000 

30,000 

30,000 

36,872 

11,000 


HOUSING PROJECTS 

1,664 

- 

- 


- 

- 

- 

- 

_ 

EEDG 

59 

5,000 

- 

- 

- 

- 

7,000 

3,000 


MIG - CAPfTAL 

3,584 

14,271 

12,873 

10,591 

17,691 

17,691 

i5;69i 

10,948 

11,332 

INEP 

2,316 

3,300 

2,600 

1.500 

1,500 

1,500 

- 

2,000 

1,500 

EPWP 


1,000 

1,000 

1,000 

1,641 

1,641 

1,000 

- 

- 

Provincial Government: 

- 

_ 

_ 

_ 

_ 


_ 

_ 


Other capital transfers/grante [iosert 
descripfionj 






1 1 1 




Districf MuniclpatHy: 

- 

- 

- 

- 

- 

HHH 

- 

_ 

_ 

finseri description] 










Other grant providers: 

- 

- 

2,600 

- 


_ 

_ 

_ 


[inseri description) 



2,600 







Total Capita! Transfers and Grants 

45,492 

51,921 

50,073 

43,091 


50,632 

55,563 

26,948 

22,832 

TOTAL RECEIPTS OF TRANSFERS & GRANTS 

74,349 

84,255 

88,532 



87,496 

95,482 

67,967 

65,029 


|j 2.6.2 Cash Flow Management 

Cash fiow management and forecasting is a critical step in determining if the budget is funded 
over the medium-term. The tabie below is consistent with internationa! standards of good 
financiai management practice and also improves understandability for councillors and 
j management. Some specific features include: 

Clear separation of receipts and payments within each cash fiow category; 

Clear separation of capitai and operating receipts from government, which also enabies 
| cash from ‘Ratepayers and other’ to be provide for as cash inflow based on actual 

performance. In other words the actual collection rate of billed revenue., and 
Separation of borrowing and loan repayments (no set-off), to assist with MFMA 
1 compliance assessment regarding the use of long term borrowing (debt). 
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Table 28 MBRR Table A7 - Budget cash flow statement 

NC072Umsobomvu -Table A7 Budaeted Cash Flows 


Descripfion 

R Shousand 


CASH FLOW FRONI 0PERA1NS ACTIVITIES 


2011112 2012113 2013114 



Current Year 2014(15 


2015116 ffledium Term Revenue & - 
Expenditure Framework 


Audited Audited Audited Original I Adjusted FullYear BudgetYear BudgetYear 

Outcome Outcome Outcome Budget j Budget Forecast 2015116 +12016117 



Propetty rates, penalies & collecSon charges 
Setvice charges 
Other revenue 
Govemment- operaSng 
Govemmenl- capM 


Finarvce charges 
T ransfers and Granls 


NETCASH FROMIjUSED) OPERAING ACTIVI 



76,774 

42,846 

| 36,296 

52,182 








CASH FLOWS FROM FINANCING ACIVIIES 
Receipts 
Short term loans 


lajt'IHl J ll ;fj . I ; 1 1 1 1 VlnfJin ;iK rejlj !K 


Increase (decrease) in consumer deposits 
Payments 

Repay ment of borrowing 


NET CASH FROIW(USED) FINANCING ACTIVJTI 


NETINCREASEI (DECREASEJIN CASH HELD 30,469 

Cash/cash equiv alente atthe year begin: 1,506 

CasWcash eguiv alents at ie year end: 31,905 





(14,463) 3,556 

34,410 15,612 

19,947 19,168 



(6,302) 

8,141 

15,612 

9,310 

9,310 

17,452 



The approved 2015/2016 MTREF provide for a further net increase in cash of R8.141 million for 
the 2015/16 year resulting in an overall projected positive cash position of R1 7.452 miliion at 
year end. 
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2.6.3 Cash Backed Reserves/Accumulated Surplus Reconciliation 

This following table meets the requirements of MFMA Circular 42 which deals with the funding 
of a municipal budget in accordance with sections 18 and 19 of the MFMA. The table seeks to 
answer three key questions regardihg the use and avaiiability of cash: 

• What are the predicted cash and investments that are available at the end of the budget 
year? 

• How are those funds used? 

• What is the net funds avaiiable or funding shortfall? 

A surplus would indicate the cash-backed accumulated surplus that was/is available. A shortfall 
(applications > cash and invesfments) is indicative of non-compliance with section 18 of the 
MFMA requirement that the municipality's budget must be ‘funded’. Non-compliance with 
section 18 is assumed because a shortfall would indirectly indicate that the annual budget is not 
appropriately funded (budgeted spending is greater than funds availabie or to be collected). It 
is also important to analyse trends to understand the consequences, e.g. the budget year might 
indicate a small surplus situation, which in itself is an appropriate outcome, but if in prior years 
there were much larger surpluses then this negative trend may be a concern that requires closer 
examination. 

Table 29 MBRRTable A8 - Cash backed reserves/accumulated surplus reconciliation 


NC072 Umsobomvu ■ Table A8 Cash backed reserves/accumulated surplus reconciliation 


Description 


2012/13 

2013/14 



R thousand 

Audited 

Audited 

Audited 

Origmal 


Full Year 

Budget Year 

Budget Year 

Budget Year 

Outcome 

Outcome 

Ouicome 

Budget 

Budget 

Forecast 

201 5/$. 

+1 2016/17 

42 2017/18 

Cash and investments available 










Cash/cash equivatenls atthe yearend 

31,995 

34,410 

19,947 

19,168 

9,310 

9,310 

17,452 

24,192 

28,695 

Other ourrent invesiments > 90 days 

° 

0 

0 

20,356 

30,213 

30,213 

8,589 

(7,892) 

(16,695) 

Non currentassets - Investments 

- 

- 


- 

- 

- 

- 

- 

- 

Cash and investrnenis available: 

31,995 

34,410 



■■Fj’TrTI 

39,524 

BMEZiSl 

16,300 

12,000 

Application of cash and investments 










Unspent condiDonal transfers 

29,369 

24,002 

11,165 

- 

- 

- 

- 

- 

_ 

Unspent borrowing 

Statutory requirements 


- 


- 

- 

_ 

- 

“ 

- 

Other woiking capital requirements 

Other provisions 

(23.375| 

(6,853) 

(15,610) 

(26,793) 

(21,823) 

(21,823) 

(24,752) 

(24,283) 

(24,202) 

Long term investmenfe committed 

Reserves to be backed by cash/investmenls 


- 

- 

- 

- 

- 

- 

- 

. 


5,984 

17,149 

(4,446) 

{26,793} 

(21,823) 

(21,823) 

(24,752) 

(24,283) 

(24,202) 


26,01 i 

17,261 

24,392 

66,317 

61,347 



40,583 

36,202 


The cash backed reserves/accumulated surplus reconciliation is aligned to the requirements of 
MFMA Circular 42 - Funding a Municipai Budget. In essence the table evaluates the funding 
leveis of the budget by firstly forecasting the cash and investments at year end and secondly 
reconciling the available funding to the iiabilities/commitments that exist. The outcome of this 
exercise woufd either be a surplus or deficit. A deficit would indicate that the applications 
exceed the cash and investments available and would be indicative of non-compliance with the 
MFMA requirements that the municipality’s budget must be “funded". Non-compliance with 
section 18 of the MFMA is assumed because a shortfaii would indirectly indicate thatthe annual 
budget is not appropriately funded. 
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2.6.4 Funding compliance measurement 

National Treasury requires that the municipality assess its financial sustainability against 
fourteen different measures that look at various aspects of the financial health of the 
municipality. These measures are contained in the following table. All the information comes 
directly from the annual budgeted statements of financial performance, financial position and 
cash flows. The funding compliance measurement table essentially measures the degree to 
which the proposed budget complies with the funding requirements of the MFMA. Each of the 
measures is discussed below. 


Table 30 MBRR SA10 - Funding compliance measurement 

NC072 Umsobomvu Supporting Table SA10 Funding measurement 


Descriptlon 

MFMA 

2011/12 

2012/13 

2013/14 

Current Year 2014/15 

2015/16 Medlum Term Revenue & 

Expenditure Fremework 

section 

Audited 

Outcome 

Audited 

Outcome 

Audlted 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Budget Year 

2015/16 

Budget Year 

+1 2016/17 

Budget Year 

+2 2017/18 

Fundinq measures 

Cash/cash equivalente al flie year end - R'000 

18(1 )b 

31,995 

34,410 

19,947 

19,168 

9,310 

9,310 

17,452 

24,192 

28,695 

Cash + inveslmenb aUhe y r end less applications - R‘000 

18(1)b 

26,011 

17,261 

24,392 

66,317 

61,347 

61,347 

50,792 

40,583 

36,202 

Cash year end/monthly employee/supplier payments 

18(1 )b 

6;5 

5.5 

3,1 

2.8 

1.4 

1.4 

2.5 

3.3 

3.6 

SurpJi/s^ (Deficit) excluding depreciafion offeets: R'000 

18(1) 

458,368 

504,439 

22,663 

13,633 

24.674 

24,674 

38,029 

11,437 

5,684 

Service charge rev % change - macro CPiX larget exclusive 

18(1)a.(2) 

N.A. 

10.2% 

4.2% 

4.9% 

5.2% 

(6.0%) 

2.0% 

0.6% 

0.2% 

Cash receipts % of Ralepsyer & Olher revenue 

18(1)a.(2) 

149.2% 

7^3% 

91.4% 

92.5% 

75.3% 

75.3% 

86.3% 

86.4% 

86.4% 

Debt impairment expense as a % of toy billi)|e rev enue 

18(1)a.(2) 

5.1% 

15.1% 

17.0% 

9.3% 

8.4% 

8.4% 

8.1% 

8.1% 

8.1% 

Capila! payments % of capitel expervfiture 

I8(1)c; 19 

100.0% 

100.0% 

99.9% 

118.1% 

10Z3% 

10Z3% 

87,3% 

90.0% 

90.0% 

Borrowing receipts % of capital ex penditure (excl. Iransfers) 

18(1 }c 

0.0% 

61.8% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

Grants %of Govt legislated/gazelted allocafions 

18(1)a 







0.0% 

0.0% 

0.0% 

Current consumer debtors % change - incr(dacr) 

18(1)a 

N.A 

40,3% 

8.8% 

(21.8%) 

6.0% 

6.0% 

(1.0%) 

(2.1%) 

(0.3%) 

Long term receiv aWes % change - incr(decr) 

18(1}a 

N.A 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 


0.0% 

R&M % of Propert/ Planl & Equipment 

20(1)(vi) 

0.5% 

0.4% 

0.4% 

0.4% 

0.6% 

0.6% 

0.6% 

0.5% 

0.5% 

Asset renewal % of capitaf budget 

20(1}(vi) 

0.0% 

11.2% 

0.0% 

0.0% 

0.0% 

0.0% 

0,0% 

0.0% 

0.0% 




83,318 

104,942 

(21.624) 

106.189 

128.458 

(22,270) 

95.093 

124.780 

(29.687) 

101.301 

126,029 

(24.728) 

109,125 

130.553 

(21.428) 

109,125 

130,653 

(21.428) 

. 118 093 
135.258 
(17.166) 
^ ■ 17.452 

124.279 

139.790 

(15,511) 

130,205 

147.352 

(17.147) 









■B 






27.5% 

(10.4%) 

6.5% 

7.7% 

0.0% 



4.8% 




14.2% 

(2.2%) 

8.6% 

61.3% 

0.0% 



6.0% 




21.1% 

10.0% 

24.8% 

0.4% 

0.0% 



6.4% 




16.2% 

10.2% 

10.9% 

11.2% 

0.0% 



6.2% 

1 i 







■ 




% IncreasB in Tolal Operatng f=x penditure 



22.4% 

(2.9%) 

1.0% 



3.6% 

3.4% 


% Incfoase in Employee Cosls 



10.8% 

11.8% 

15.9% 


KSfl 

3.9% 

11.6% 


% Increase in Etoclricily Bu|k Purchases 



12.2% 

16.7% 

1.2% 

0.0% 

■sfl 

14.2% 

8.0% 


Auerage CoslPer Budgeted Ernployee PosiSori {R emunaralion) 




149756.6667 

171300.5554 



175118.9741 



Average CoslPer Councillor (Remuneratton) 




299209 

294451.9 



309174.5 



R&M % orPPE 


0.5% 

0.4% 

0.4% 

0.4% 

0.6% 

0.6% 

0.6% 

0.5% 

0.5% 

Assel Renewel and R&M ssa% of PPE 


2.0% 

15.0% 

0.0% 

0.0% 

1.0% 

1.0% 

1.0% 

1.0% 

189.0% 

Debl tmpaimient % of TotaJ Piilable Revenue 


S.1% 

15.1% 

17.0% 

9.3% 

8.4% 

&4% 

8.1% 

8.1% 

8.1% 












Inlerriatly Funded & Other (R’OOO) 


958 

3,243 

1.B22 

1.550 

100 

100 

1.710 

_ 

_ 

Borrowing (R’OOO) 


- 

3,847 

- 

_ 



_ 

_ 

_ 

Grant Fundmg and Other (R‘000) 


44.002 

37,358 

48.607 

39,000 

46,741 

46,741 

55,563 

26.948 

22,832 

Inlematly Generated funds % o( Non Granl Funding 


100.0% 

45.7% 

100.0% 

100.0% 

100.0% 

100.0% 

100.0% 

0.0% 

0.0% 

Borrowlng % of Non Grant Funding 


0.0% 

54.3% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

■0.0% 




97.9% 

84.0% 

96.4% 

96.2% 

99.8% 

99.8% 

97.0% 

100.0% 

IBtoRIH 




■ 








Tolal Capikal Programme (R‘000) 


44,960 

44,448 

50,429 

40,550 

46.841 

46,841 

57,273 



Asset Renow al 


- 

5.000 

_ 


_ 

_ 

_ 


■jjQ 

Asset Renew al % of Tolal Capila! Ex pendilure 


0.0% ’ 

11.2% . 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 



Cash 




■■j- HjMK 






■■ 

Cash Receipls % of Rate Payer & Olher 


149.2% 

9B 




75.3% 

86.3% 

66.4% 

86.4% 

Cash Covorage Ratio 


0. 





0 

0 

O 

0 

ISJLP.Wlfiq 











Credit Raling (2009/10) 








0 



Capital Charges k> Operabng 


1.4% 

0.4% 

0.6% 

0.8% 

0.8% 

0.8% 

0.8% 

0.8% 

0.7% 

Borrowing Receipts % of Capilal Expendilure 


0.0% 

61.8% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

Ria-orvcs 











Suiplus/ (Deficil) 


26,011 

17,261 

24.392 

66.317 

61.347 

61.347 

50.792 

40.583 

36.202 

Free S^£v)<;cs 











Free Besio Services as a % of Equitable Sharo 


2.7% 

26.5% 

27.1% 

27.7% 

27.7% 

27.7% 

25.7% 

26.7% 

27.5% 

Free Services as a % of Operabng Revenue 











(ex cl operalional trennlers) 


2.5% 

1.3% 

1.4% 

1.4% 

’ 1.3% 

1.3% 

1.2% 

1.2% 

1.1% 

Hinh Level Outcome of Fundina Con)p|jaqce 











ToteJ OperaSng Revenue 


83,318 

106,189 

95,093 

101,301 

109.125 

109,125 

118,093 

124.279 

130,205 

ToteJ Operating Expenditure 


104,942 

128.458 

124,780 

126,029 

130,553 

130,553 

135.2S8 

139.790 

147,352 

Surplus/peficil) Budgeted Opertrtng Stalement 


(21.624) 

(22.270) 

(29,687) 

(24,728) 

(21,428) 

(21,428) 

(17.166) 

(15.511) 

(17,147) 

S utplus/ (DeficitJ Consjdehng Reserves and Cesh Backing 


26,011 

17.261 

24,392 

66,317 

61,347 

61,347 

50,792 

40,583 

36.202 

MTREF Funded (1)/ Unhinded (0) 


1 

X 

1 

1 

1 

1 

1 

1 

WTREF Funded v* / Unfunded >* 



s 


S 

S 

S 

■s 

s 

■s 
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2. 6 . 4. 1 Cash/cash equivalent position 

The Municipality's forecast cash position was discussed as part of the budgeted cash flow 
statement. A ‘positive’ cash position, for each year of the MTREF would generally be a 
minimum requirement, subject to the planned application of these funds such as cash-backing 
of reserves and working capital requirements. 

If the municipality’s forecast cash position is negative, for any year of the medium term budget, 
the budget is very unlikely to meet MFMA requirements or be sustainable and could indicate a 
risk of non-compliance with section 45 of the MFMA which deals with the repayment of short 
term debt at the end of the financial year. The forecasted cash and cash equivalents for the 
2015/2016 MTREF shows R17.452 million, R24.192 million and R28.695 million for each 
respective financial year. 


2. 6 . 4. 2 Cash plus investments less application of funds 

The purpose of this measure is to understand how the municipality has applied the available 
cash and investments as identified in the budgeted cash flow statement. The detaii 
reconciliation of the cash backed reserves/surpluses is contained in Table 14, on page 36. The 
reconciliation is intended to be a relatively simple methodology for understanding the budgeted 
amount of cash and investments available with any planned or required applications to be 
made. This has been extensively discussed above. 

2. 6 . 4. 3 Monthly average payments covered by cash or cash equivalents 

The purpose of this measure is to understand the level of financial risk should the municipality 
be under stress from a coltection and cash in-flow perspective. Regardless of the annuai cash 
position an evaluation should be made of the ability of the Municipality^ to meet monthly 
payments as and when they fall due. it is especially important to consider the position should 
the municipality be faced with an unexpected disaster that threatens revenue collection such as 
rate boycotts. As part of the 2015/2016 MTREF the municipaiities improving cash position 
causes the ratio to move upwards. As indicated above the Municipaiity aims to achieve at least 
one month’s cash coverage in the medium term, and then gradualiy move towards two months 
coverage. This measure will have to be carefully monitored going forward. 

I ' ' ' 

Kj 

| 2.6. 4. 4 Surplus/deficit excluding depreciation offsets 

p| The main purpose of this measure is to understand if the revenue levels are sufficient to 

conclude that the community is making a sufficient contribution for the municipal resources 
consumed each year. An 'adjusted’ surplus/deficit is achieved by offsetting the amount of 
depreciation reiated to externally funded assets, Municipalities need to assess the result of this 
calculation taking into consideration its own circumstances and levels of backiogs. If the 
outcome is a deficit, it may indicate that rates and service charges are insufficient to ensure that 
the community is making a sufficient contribution toward the economic benefits they are 
consuming over the medium term. For the 2015/2016 MTREF the indicative outcome is a 
surplus of R38.029 miilion, R1 1 .437 million and R5.684 miliion. 

It needs to be noted that a surplus does not necessarily mean that the budget is funded from a 
cash flow perspective and the first two measures in the table are therefore critical. 
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2. 6. 4. 5 Property Rates/service charge revenue as a percentage increase less macro inflation 
target 

The purpose of this measure is to understand whether the municipality is contributing 
appropriately to the achievement of national inflation targets. This measure is based on the 
; increase in ‘revenue’, which will include both the change in the tariff as well as any assumption 

about real growth such as new property development, services consumption growth etc. 

u ' 

The factor is calculated by deducting the maximum macro-economic inflation target increase 
!| (which is currently 3 - 6 per cent). The result is intended to be an approximation of the real 

increase in revenue. From the table above it can be seen that the percentage growth totals 2 
and declines to 0.6 and 0.2 per cent for the respective financial years of the 2015/201 6 MTREF. 
Considering the lowest percentage tariff increase in relation to revenue generated from rates 
and services charges is 6 per cent, with the increase in electricity at 12.2 per cent it is to be 
expected that the increase in revenue will exceed the inflation target figures. Flowever, the 
outcome is lower than it might be due to the slowdown in the economy and a reduction in 
consumption patterns. This trend will have to be carefully monitored and managed with the 
implementation of the budget. 

2. 6. 4. 6 Cash receipts as a percentage of ratepayer and other revenue 

| This factor is a macro measure of the rate at which funds are 'collected’. This measure is 

intended to anatyse the underlying assumed collection rate for the MTREF to determine the 
relevance and credibility of the budget assumptions contained in the budget. It can be seen that 
the outcome is at 86.3, 86.4 and 86.4 per cent for each of the respective financial years. Given 
| that the assumed collection rate was based on a 95 per cent performance target, the cash flow 

statement has been conservatively determined. In addition the risks associated with objections 
to the valuation roll need to be ciarified and hence the conservative approaqh, also taking into 
consideration the cash flow challenges experienced in the current financial year. This measure 
si and performance objective will have to be meticulously managed. Should performance with the 

mid-year review and adjustments be positive in relation to actual collections of billed revenue, 
the adjustments budget will be amended accordingly. 

2. 6. 4 . 7 Debt impairment expense as a percentage of billable revenue 

This factor measures whether the provision for debt impairment is being adequately funded and 
| is based on the underlying assumption that the provision for debt impairment (doubtful and bad 

debts) has to be increased to offset under-collection of billed revenues. The provision has been 
appropriated at 8.1, 8.1 and 8.1 per cent over the MTREF. Considering the debt incentive 
! scheme and the municipality’s revenue management strategy's objective to collect outstanding 

debtors of 90 days, the provision is well within the accepted ieading practice. 

I 2.6.4. 8 Capital payments percentage of capital expenditure 

The purpose of this measure is to determine whether the timing of payments has been taken 
into consideration when forecasting the cash position. It can be seen that a 2 per cent timing 
discount has been factored into the cash position forecasted over the entire financial year. The 
municipality aims to keep this as low as possible through strict compliance with the legislative 
requirement that debtors be paid within 30 days. 
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2.6.4. 9 Borrowing as a percentage of capital expenditure (excluding transfers, grants and 
contributions) 

The purpose of this measurement is to determinethe proportion of a municipaiity’s 'own-funded’ 
capital expenditure budget that is being funded from borrowed funds to confirm MFMA' 
compliance. Externally funded expenditure (by transfers/grants and contributions) has been be 
excluded. Further details relating to the borrowing strategy of the Municipaiity can be found on 
page 67. 


2.6.4. 10 Transfers/grants revenue as a percentage of Government transfers/grants available 
The purpose of this measurement is mainly to ,ensure that all availabie transfers from national 
and provincial government have been budgeted for. A percentage less than 100 per cent could 
indicate that not all grants as contained in the Division of Revenue Act (DoRA) have been 
budgeted for. The Municipality has budgeted for all transfers. 

2. 6.4.11 Consumer debtors change ( Current and Non-current) 

The purpose of these measures are to ascertain whether budgeted reductions in outstanding 
debtors are realistic. There are 2 measures shown for this factor; the change in current debtors 
and the change in long term receivables, both from the Budgeted Financial Position. Both 
measures show a relatively stable trend in line with the Municipaiity’s policy of settling debtors’ 
accounts within 30 days. 

2.6.4. 12 Repairs and maintenance expenditure level 

This measure must be considered important within the context of the funding measures criteria 
because a trend that indicates insufficient funds are being committed to ass^t. repair couid also 
indicate that the overall budget is not credible and/or sustainable in the medium to long term 
because the revenue budget is not being protected. Details of the Municipality’s strategy 
pertaining to asset management and repairs and maintenance are contained in Table 44 MBRR 
SA34C on page 91 . 

2.6.4. 13 Asset renewal/rehabilitation expenditure level 

This measure has a similar objective to aforementioned objective relating to repairs and 
maintenance. A requirement of the detailed capital budget (since MFMA Circuiar 28 which 
was issued in December 2005) is to categorise each capital project as a new asset or a 
renewal/rehabilitation project. The objective is to summarise and understand the proportion 
of budgets being provided for new assets and also asset sustainability. A declining or low 
level of renewal funding may indicate that a budget is not credible and/Or sustainable and 
future revenue is not being protected, similar to the justification for 'repairs and 
maintenance’ budgets. Further details in this regard are contained in Table 45 MBRR 
SA34b on page 92. 
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2.7 Expenditure on grants and reconciliations of unspent funds 

Table 31 MBRR SA19 - Expenditure on transfers and grant programmes 



NC072 Umsobomvu - Supporting Table SA19 Expenditure on transfers and grant programme 


2015/16 Medmm Term RevenueA 

CurrentYear 2014/15 

Expenditure Framework 


Description 


R thousand 


EXPENDITURE: 


National Government: 

Locai Govemment Equitabte Share 
FINANCE MANAGEMENT 
MSIG 

MtGADMW-PMU 

Energy Efficiency and Demand Manajemenl 

Other fransfers/granls [insert desciipSon] 

Provincial Government: 

DEPT ART i CULTURE (LIBRARY) 

YOUTH PROGR/ddS 
IMMUNISATION GRANT 

Other fransfers/granls [insert descripSon) 

District Municipality: 

/inseri descriplionl 

Other grant providers: 

/inseri descriptionl 


Total operaiing expenditure of Transfers and 


Caoital exoenditure of Transfers and Grants 


National Government: 

R8IG - DWAF 
HOUSING PROJECTS 
EEDG 

MIG-CAPtfAL 

INEP 

EPW= 

Provincial Government: 

Ofher capita! transfers/granls finsert 
descripionl 

District Municipaiity: 

/inser/ descriplionl 

Other grant providers: 

/inseri descriplion) 

Total caplta) expenditure of Transters and Gran 


TOTAL EXPENDITURE OF TRANSFERS AND G 


Outcome I Outcome Outcome 











CmrentYear 2014/15 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

35,673 

35,673 

35,673 

32,382 

1,800 

934 

557 

32,382 

1,800 

934 

557 

32,382 

1,800 

934 

557 

991 

991 

991 

991 

991 

991 


2015/16 I +1 2016/17 +2 2017/18 



1,957 

1,957 

1,957 

1,957“ 

i 

i 

j 



43,091 j 50,832 50,832 55,563 


79,755 1 87,496 87,496 95,482 
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Table 32 MBRR SA20 - Reconciliation between of transfers, grant receipts and unspent 
funds 


NC072 Umsobomvu ■ Supporting Table SA20 Reconciliation of transfers, grant receipts and unspenf funds 
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2.8 Councilior and employee benefits 

Table 33 MBRR SA22 - Summary of councillor and staff benefits 


NCQ7Z Umsobomvu - Supporting Table SA22 Summary councillor and staff bonefits 


Summary of Employee and Counclllor 

remuneration 

2011/12 

..'2012/13 

2013/14 

Current Year 2014/16 

2015/16 Medlum Torm Rcvenue ft 
Expendlture Framcwork 

R thoueand 

Audited 

Audited 

Audltod 

Origlnal 

Adjusted 

Full Year 

Budget Year 

Budget Year 

Budget Y«ar 

Outcoma 

Outqome 

Oiitcomc 


Budgct 

Forceast 


+ 1 2016/17 

♦2 201 7/1 B 


A 

B 

C 


E 


G 












Baajg Salane? snd Wages 

1.972 

2,084 

2.694 


2,945 


3.092 



Pensioii and UIF Contnhuiiona 

— 


_ 


_ 





Modicol Aid Contrtbutions 

- 


— 


_ 





Motor Vehiclc Allow ancc 

317 

267 

205 


_ 





Cellphone Allow ancc 

124 

137 

140 


_ 





Hou3tng AUowances 

— 




- 





Otlter henefite end allowences 

- 




- 





Sub Total - CouncllloiB 

2,413 

2,488 

3,039 

2,945 

2.945 

2,946 

3,092 

3,246 

3,246 

% incroaco 


3.1% 

22.1% 

{3.1%) 

- 

- 

5.0% 

S.O% 

- 











Basic Salaries and Wages 


2.186 

2,727 

3.084 

3,084 

3.084 

2.850 

3,118 

3.411 

Pcnstan and UIF Contrihtitions 


6 



_ 

— 




Medical Aid Contributions 



_ 


_ 

_ 




Ovorbmc 



_ 


_ 





Performanco Bonua 


279 

301 

348 

348 

348 

330 

360 

403 

Motor Vehiclc Allowarvco 


372 

362 

401 

556 

556 

513 

549 

5S9 

Cellphone Allowance 





- 

_ 




Houslng Allowances 




11 

12 

12 

13 

14 

15 

Otfier benafits and allowances 





_ 

_ 




Payrncms in lieu ofleave 





_ 

- 




Long serv tce aw ards 





— 

— 




Post-reCrement benefl obligatons 





- 

- 




Sub Total - Senior Managcrs of Munlcipallty 

— 

2,842 

3,401 

3,844 

4,bot> 

4,ODO 

3,712 

4.046 

4.417 

% 1 n crease 


- 

19.7% 

13.0% 

4.1% 

- 

<7.2%> 

9.1% 

8.1% 

Other Munictpa| Staff 










Basic Salaries and Wages 

20,243 

21.285 

19,812 

22,885 

22.8G8 

22,868 

27,361 

30.860 

33.658 

Pension and UIF Contribufions 

2,745 

3,036 

3.872 

4.492 

4.088 

4.088 

4.770 

5,197 

5.662 

Medicsl Aid Conbibufion3 

481 

511 

752 

758 

828 

828 

847 

926 

1.012 

Overtme 

753 

1,226 

999 

1,060 

1,217 

1,217 

1,050 

1.139 

1,236 

Perfomrance Bonus 

- 

_ 

(301> 

_ 

- 

- 




Motor Vohicle Allow ance 

572 

724 

(0) 


— 

- 




Cettphone Allowancc 

— 



- 

_ 

- 




Housing Allowances 

48 

45 

0 


— 

_ 




Other benefits and bIIow ances 

59G 

571 

690 

474 

537 

537 

577 

629 

684 

Payments in lieU ofleave 

1.432 

1.387 

5,045 

5,204 

5.204 

5.204 

1.970 

2.211 

2.408 

Long sorvice ewards 

— 


_ 


_ 

_ 




Post-refiremont benafit obligafions 

339 

1,356 

341 

341 

341 

341 

341 

341 

341 

Sub Tota! - OUicr Munlclpal Starf 

27,209 

HHHeI'Iil y 1 

31,209 

36.213 

36,064 

36.084 

36,916 

41.3&2 

45,0 02 

% incraese 


mmm 

3.5% 

12.8% 

<0.4%) 


5.2% 

11.9% 

0.0% 

Total Paront Munlcipality 

^KMI 


37,649 

42.001 

42,028 

■NK&22J 

43.716 

4B.597 

62.666 



19.7% 

6.1 •>» 

11-0% 

O.IVo 

- 

4.0% 

11.2% 

8.4% 











Bastc Seiaries and Wages 

Pension and UIF Contribufions 

Medical AiH Contribuhons 

Ov crfimc 

Performanco Bonus 

Motor Vehiclc Allowancc 

Cellphone Allowance 

Housing Allowances 

Othor benofiis nnd allowences 

Board Fees 

Pay ments in liou of leav e 

Long servicc awards 

Post-retirement benefit obligations 







t- 



Sub Total - Board Mambers of Entities 

— 

— 

— 

— 

— 

— 

— 

— 

— 

% Incroase 


- 

- 

- 

- 

- 

- 

- 

- 











Besic Salaries and Wages 

Pension end IflF Contributions 

Medica! Aid Contrihufions 

Overfime 

Pertomianco Bomis 

Molor Vehicie Allowance 

Cellphone Allowance 

Housing Allowances 

Other benefits and allov/anoes 

Paymenls in lieu of leave 

Long service awards 

Post-rehrement benefit obligations 










Sub Total - Senlor Managers of Entitles 

- 

- 

- 

— 

- 

- 

- 

_ 

- 

% Increaee 


- 

- 

- 

- 

- 

- 

- 

- 

Other Staff of Entities 










Basic Salaries and Wagcs 

Pension and UIF C-ontibutions 

Medica) Aid Contributions 

Overtime 

Performance Bonus 

Motor Vehicle Allow anco 

Cellphone Allowancc 

Fkrusing Allov/ances 

Olher benefits and allow onces 

Paymonts in lieu of leave 

Long servicc aw ords 

Post'rehremontbenofit obligations 










Sub Total - Other Staff of Entities 

wmm E9| 

— 

— 

— 

— 


— 

— 

— 

% Increase 


- 


“ . 


- 

“ 


- 

Total Munlcipal EntiUes 




— 

- 

— 

— 

- 


TOTAL SALARY, ALLOWANCES & BENEFITS 




42.001 

42.028 

42,028 

43.719 

48.597 

62.666 

% 1 n traase 



6.1% 

11.6% 

0.1% 

- 

4.0% 

11,2% 

8.4% 

TOTAL MANAGERS AND STAFF 

27,209 

32.983 

34,610 

39,057 

39,064 

39.DB4 

4D,628 

45,351 

40,420 
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Tabie 34 MBRR SA23 - Salaries, allowances and benefits (politicai office 
bearers/councillors/ senior managers) 



NCD72 Umsobomvu - Supporting Table SA23 Salaries, allowances & benefits (political office bearers/councillors/senior managers) 


... , . . _ . > Salary jContributions j Ailowances iPerformancel In-kind Total 

Disdosureof Salaries, AllowancesS Benefits 1. | I 

I I Bonuses j benefits Package 

No. . j 

| 1. j j 2. 


Councillors 


Speaker 
ChiefWhip 
Execuiive Mayor 
Deputy Execulive Mayor 
Execulive CommiHee 
T otai for aii otier counciliors 


Total Councillors 


Senior Manaqers ofthe Municipali 


Municipai Manager (MM) 
Chiet Finance Oicer 
Corporale Serv ices Manager 
Technical Services Manager 


List of each officat with packages >= senior manager 



TOTAL COST OF COUNCILLOR, DIRECTOR and 
EXECUTIVE REMUNERATION 


s 


fi73 
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Table 35 MBRR SA24 - Summary of personnel numbers 

NC072 Umsobomvu • Supporting Table SA24 Summary oi personnel numbers 
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Table 39 MBRR SA28 - Budgeted monthly capital expenditure {municipal vote) 
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Table 40 MBRR SA29 - Budgeted monthly capital expenditure {standard classification) 
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2.10 Annual budgets and SDBIPs - internal departments 

The draft SDBIP is attached 

2.11 Contracts having future budgetary implications 

In terms of the Municipality’s Supply Chain Management Policy, no contracts are awarded 
beyond the medium-term revenue and expenditure framework (three years). !n ensuring 
adherence to this contractual time frame iimitation, all reports submitted to either the Bid 
Evaluation and Adjudication Committees must obtain formal financial comments from the 
Financial Management Division of the Treasury Department. 


2.12 Capital expenditure details 

The following three tables present details of the Municipality’s capital expenditure programme, 
firstly on new assets, then the renewal of assets and finally on the repair and maintenance of 
assets. 
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Table 42 MBRR SA 34a - Capital expenditure on new assets by asset class 


NC072 Umsobomvu - Supportlng Table SA34a Capital expenditure on new assets by asset class 


Cummt Year 2014/15 


2015/16 Merfium Tarm Revenue & 



Infrastructure - Road transport 
Roads, Pavements S Bridges 


Infrastructure * Electricity 


Transmlssion & Reticulation 
Stroet Ughting 
Infrostructure - Water 


Water puiiflcation 


Infrastructure - SanitaCon 


Sewerage purification 


Waste Management 
Transpo/tation 


Parks & gerdens 
Sportsfields & stadia 
Swimming pools 
Community halls 
Libraries 

RecreaSonal facililjes 
Fire. safsty * emergency 
Security and policing 
Suses 
Clinics 

Museums & Art Galleries 

Cemeteries 

Social rental housing 

Olher 

Heritaae assets 
Buildings 
Other 

Investm ent p ro p erti es 


Housing development 
Olher 

Other assets 


General vehicles 

Specialised vehicles 

Plant & equipment 

Computers - hardware/equipment 

Furnlture and other offiqe equipment 

Abattoirs 

Markets 

Civlc Land and Buildings 
Ottier Buildings 
Olher Land 

Surplus Assets - (investmentor lnventory) 
Other 

culturat assets 
Ust sub-cfass 

Biological assets 
List sub-class 


Intangibles 

Computers - sofiware & programming 
Other (list sub-class) 

Total Capitat Expenditur e on new assets 


Specfallsed vehicles 


Refuse 

Flre 

Conservancy 

Ambutances 


I Expenditure Framework 

Audited Orlginal Adjusted Full Year Budget Year | Budgat Year”j Budget YeaV j 
Outcome Budget Budget Forecast 2015/16 I +1 : 
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Table 43 MBRR SA34b - Capital expenditure on the renewal of existing assets by asset 
class 


NC072 Umsobomvu - Supporting Tabte SA34b Capital expenditure on the renewal of exlstlng assets by asset class 

I . „ 2015H6 Mcdium Term Revenue & 

Dcscripiion 2011/12 2012/13 2013/14 Current Vear 2014/15 _ 

Expenditure Framework 

Audited .. Audited Original j Adjusted | Fuil Year Budget Year j Budget Year [ ɓudget Year 


Audited .. Audited 
Outcome ’ Outcome 


2016/17 +2 2017/18 



Infrastructure - Road fransport 
Roads, PaVemenis & Bfidges 
Storm water 
Infrasfructure - Elecfricity 
Generation 

Transmission & Reticuletion 
Street Ughtlng 
Infrastmcture - Water 
Dems & Resetvotrs 
Water purificatlon 
Reticuiation 

Infrastructure - Sartitafon 
Reticulation 
Sewerage purtflcatlon 
Infrastructure - Other 
Wosie Management 
Transportation 
G BS 


Communl 


Parks & gardens 
Sportofields S stadia 
Swimmlng pools 
Community halHs 
Libraries 

Recreafional facilifies 
Fire. safety & emergency 
Security and pollclng 
Buses 
Cllnics 

Museums & Art Galteries 

Cemeteries 

Social rental boustng 

Otlier 

Heritaae assets 


Buiidings 

Olher 


Housing deveiopment 
Other 


General vehicles 

Specialtsed vehicles 

Plant & equipment 

Computers * hardware/equipment 

Furniture and other oflice equipment 

Abattoirs 

Markets 

Civtc Land and Bulldings 
Other BuJidings 
Other Land 

Surpius Assets - (Inv esfrnent or Inv entory ) 
Other 

Aaricultural assets 
List sub-ciass 

Biologjcal assets 
List sub-class 


Intanalbles 

Computers - sofh.v are & programtning 
Other (ilst sub-ciass) 




Conserv ancy 

Ambulances | 

Renewal of Existing Assets as % oftofal capcx | 0.0 % 
Renewal o / Existing Assets as % of deprecn " | 0.034 
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Table 44 MBRR SA34c - Repairs and maintenance expenditure by asset class 


NC072 Umsobomvu - Supporting Table SA34c Repairs and maintenance expenditur® by asset class 
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Table 6 MBRR SA34d - Depreciation by asset class 


NC072 Umsobomvu - Supporting Table SA34d Depreciation by asset class 


Descrlptjori 

2011/12 

2012/13 

2013/14 

Current Year 2014/15 

2015/16 Mediunri Term Revenue& 

Expendlture Framework 

R thousand 

Audited 

Audited 

Audited 

Originaf 

Adjusted 

Full Year 

Budget Year 

Budget Year 

Budgot Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

2015/16 


« 2017/18 




H^^H- 







Jrifrastructure 

25,999 

25,453 


18,576 

18,576 

18,576 

18,576 


18,576 

Infrastructure - Road transport 

7,707 

7.544 

- 

- 

- 

- 

- 

■ 1 

_ 

Roads, Pavements & Bridges 

7,707 

7,544 








Storm water 










Infrastnictjre - Eiectricity 

2,844 

2.784 

2,785 

2,785 

2,785 

2,785 

2,785 

2,785 

2,785 

Genemthn 










Transmission & Reticulation 

2,844 

2,784 

2,785 

2,785 

2,785 

2,785 

2,785 

2.785 

2.785 

ofreef Lighting 










Intrastruclure - Water 

12,617 

12,352 

12,351 

12,351 

12,351 

12,351 

12.351 

12,351 

12,351 

Dems & Reservoirs 

Wafer purification 

Reticuhtion 

12,617 

12,352 

12,351 

12,351 

12,351 

12,351 

12.351 

12,351 

12.351 

Infrastructure - Sanitefion 

2 . 552 

2,498 

2,843 

2,828 

2,828 

2.828 

2,828 

2,828 

2,828 

Reticulation 

2,552 

2,498 

2,843 

2,828 

2,828 

2,828 

2,828 

2,828 

2.828 

Sewerage purifJcation 







. 



Jnfrastructure - Other 

280 

274 

612 

612 

612 

612 

612 

612 

612 

Wasfe Management 

Transportation 

Gas 

Other 

280 

274 

612 

612 

612 

612 

612 

612 

612 

Communitv 

554 

542 

3,800 

2 

2 

2 

2 

3 

3 

Parks & gardens 

Sportsfields & stadia 

Swimminci poois 

Community halls 

Libraries 

Recreationa! faciliBes 

Fire, safety & emergency 

Security and policing 

Buses 

Clinics 

Museums & Art Galleries 










Cemeteries 

Social rental housfng 

Other 

554 

542 

3,800 

2 

2 

2 

2 

3 

3 






_ 















Buildings 

Other 










1 n vestm en t p ro oerti es 

mm 

wsm 

_ 

_ 

_ 

_ 

_ 

_ 


Housing development 

Olher 

■ 









O&ier assets • 

1,393 

1,363 

1 

5,256 

5,256 

5,256 

5,265 

5,269 

5,273 

General vehicles 

543 

532 








SpeciBlised vehicles 

. - 

_ 

- 



_ 

_ 

_ 

__ 

Ptanl & equipment 

153 

149 








Computers - hardwere/equipment 

142 

139 








Furniture and other office equipment 

AbaUoirs 

48 

47 








Markeis 

Civic Land and Buildings 

Other Buildings 

237 

232 

4,302 

4,379 

4.379 

4,379 

4,389 

4,392 

4,396 

Olher Lend 

269 

264 

_ 







Surplus Assels - {Investmentor Inventory) 



- 







Olher 

1 

1 

877 

877 

877 

877 

877 

877 

877 

Aqrieulturaf assets 

_ 


_ 

_ 

_ 

_ 

_ 

__ 

_ 

List sub-class 







■ 



Bioloafcal assets 

_ 

_ 

_ 

* 

_ 


mmm 

_ 

_ 

List 8ub-ctass 







1 



Intarjqibtes 

93 

91 

_ 

_ 

_ 


msm 



Computers - sottware & programmlng 

Other (fisl sub-class} 

93 

91 








Total Depreciation 

isMEEE t 

HEZSl 

HHEZSHl 

23,834 

23,834 

1HBE2223 

23,844 

23,847 

23,851 


Speclalfsed vehicles 










Refuse 

Fire 

Consorvancy 

Ambulances 
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Table 8 MBRR SA35 - Future financial implications of capital budget 


NC072 Umsobomvu ■ Supporting Table SA35Futurefinancial implications ofthecapital budget 




























Entity Capital expenditure 
Total Capital expenditure 
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■1 


i 


Table 46 MBRR SA37 - 


Projects delayed frorn previous financial year 


None 
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2.13 Legislation compliance status 

Compliance with the MFMA implementation requirements have been substantially adhered to 
through the following activities: 

1. In year reporting 

Reporting to National Treasury in electronic format was fully complied with on a monthly 
basis. Section 71 reporting to the Executive Mayor (within 10 working days) has 
progressively improved and includes monthly published financial performance on the 
Municipality’s website. t 

2. Internship programme 

The Municipality is participating in the Municipal Financial Management Internship 
programme and has employed five interns undergoing training in various divisions of the 
Financial Services Department. 

3. Budget and T reasury Office 

The Budget and T reasury Office has been estabiished in accordance with the MFMA. 

4. Audit Committee 

An Audit Committee has been established and is fully functional. 

5. Service Delivery and Implementation Plan 

The detail SDBIP document is at a draft stage and will be finalised after approval of the 
2015/16 MTREF in May 201 5 directly aligned and informed by the 2015/2016 MTREF. 

v- 

6. Annual Report 

Annual report is compiled in terms of the MFMA and National Treasury requirements. 

7. MFMATraining 

The MFMA training module in eiectronic format is presented at the Municipality’s internal 
centre and training is ongoing. 

8. Policies 

An amendment of the Municipal Property Rates Reguiations as published in Government 
Notice 363 of 27 March 2009, was announced in Government Gazette 33016 on 12 March 
2010. The ratios as prescribed in the Regulations have been complied with. 

2.1.4 Other supporting documents 
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NC072 Umsobomvu ■ Supporting TableSAI Supportinging detail to 'Budgeted Financial Performance' 


Descrfpfion 


R thousand 


REVENUE I7EMS: 



Current Year 2014(15 


2015/16 Medium Term Revenue & 
Expenditure Framework 


tess Revenue Foregone 

Net Property Rates 

Servioe charses ■ electricitv revenue 


Total Service charges - electricily revenue 


Net Service charges • electricity revenue 
Service charoes ■ water revenue 


Totai Service charges • water revenue 


Net Service charges • water revemie 
Service charpes ■ sanitation revenue 


Tolai Service charges • saniaion revenue 
less Revenue Foregone 

Net Ssrvice charges • sanitation revenue 

Service charoes ■ refuse revenue 


Total refuse removal revenue 
Totel landlll revenue 
less Revenue Foregone 

Net Service charges • reluse revenue 
Other Revenue bv source 


Adjusted FullYear 

Budget Forecast I 2i 


4,746 5,152 

115 122 


4,146 j 4,735 4,632 5,031 8,117 8,117 8,117 

16,680 20,205 22,230 27,753 27,860 27,860 31,258 


5,506 6,143 




20,205 22,230 27,753 j 27,860 27,860 31,258 j 33,530 j 35,662 


8,117 8,666 11,040 9,931 12,385 12,385 13,128! 13,955! 14,793 


8,117 9,686 11,040 9,931 j 12,385 12,385 


5,506 6,143 7,009 7,418 7,792 7,792 



7,418 j 7,792 7,792 8,259 ; 8,755 j 9,280 


4,478 4,934 5,455 5,726 5,975 5,975 6,333 ! 6,713 j 7,116 


4,478 ! 4,934 5,455 5,726 5,975 5,975 6,333 : 6,713 j 7,116 


6,948 10,067 6,675 4,190 4,285 4,285 4,291 j 4,695 j 4,701 


6,9481 10,067 6,675 4,190 4,285 1 4,285 4,291 j 4,695; 4,701 
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EXPENDJTURE ITCNIS: 

ratateri coita 
Basic Salaries and Wagus 
Panslon nnd UIF Contributions 
Modical Aid ContribUlions 
Overfme 

Performance Bonus 
Motor Vehtcle Allowance 
Cellphono Allow ance 
Housing Allowanccs 
Ottier beneftts and allow ances 
Paymenls In lieu of leave 
Long service awards 
Post-rebrement benefit obligations 


Total Employeo roiatod cost* 


Deprociotlan o t Pr opony, Plant & Equipme/jt 
L«we amortlsotlon 
C&p/lBl asset impairment 

Depreclotlon resulting from rm/BlUBtion of PPE 


Tota! Contrjbutlons recoonisBd . capital 
PBprBclfltlon & as»ot Impalrment 


Depiecjation of Property . Pienl & Equipmenl 
Lease amortisation 
Capital assetioipairment 

Depreclalion resulftng from revsluation of PPE 

Totat Dopreclation & AB*et impairment 


ElecVicliy Bulk Purohases 
Water Bulk Purcrieses 

Totat bulK purchases 


Cash Iransfers and grants 
Nan-cash fransfers and grants 
Total tranafers end granta 
Contracted sorvlcos 


ALL0CA770WS TO ORGANS OF STATE 

IT SERVICES 

JOB CREATION 

LEGAL SERVICES 

METER READING 

PRE-PAID VENDING MANAGEMENT 
PROFESSIONAL FEES 
SECUR/TY SERVICES 
SEWERAGE PUR/F/CA770W 
WATER PURIFICATION 
OTT/ER CONTRACTED SERVICES 


Allocatlone to organs of alate: 
Electricity 
Wlaler 
Sanitatjori 
Olher 

Total contracted sorvices 

CaUeclion costs 

Contribuiions ta 'ather' provisions 

Consultant faes 

Audit fees 

Goneral ex penses 

Other Expondtture 8y Type 


Total 'Othor' Expendlture 


Ropalrs and Mainlensnce 

Employee related costs 
Other mafariiɓls 
Contracted Serviccs 
Otliar Ex penditure 

Total Ropalra and Milntenanca Expendlture 
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Table 47 MBRR Table SA3 - Supporting detail to Statement of Financial Position 


Current Year 2014/15 

Ori ginal 
Budget 

Adjusted 

Budget 

Full Year 

Forecast 


NC072 Umsobomvu - Supportina Table SA3 Supportinqinq detail to 'Budqeted Financial Position 


R thoueand 


ASSETS 

CalLinvestjn ent deposlts 


Calf deposife < 90 days 
O&ier current investmants > 90 days 
Total CaU Investment deposrts 

Consumer debtors 


Consumer debfore 

\e$s: Provision fordebtimDairment 


Tota! Consumer debtors 
Debtimpairmentprovrsion 


Balance atfoe baginning of the year 
Contribub'ons to the provision 
Bad debts wrifien ofl 
ɓalance at end of year 


PPE at cost/v aluaf on (excl. Snance leases} 
Leases recognised as PPE 
Less: Accumulaled depreciab'on 


Total Property, plantand equipment (PPE) 
LIABILITIES 

Current liabiiities • Borrowin 


Shortterm loans (ofoerthan bank overdraft) 
Current portion of long-term liabilities 
Total Current li ablUties • Borrowing 

Trade artd other pavables 


T rade and other creditors 
Unspent condrtiona! transfers 
VAT 

Total Trade and other payables 
Non current fiabHities - Borrowin 


Bonowing 

Finance leases (including PPP aeset element) 
Total Non current liablllties - Borrowng 
Provisions • non«current 


Reiirement benefifs 
Ust otber major provision ifems 
Long-Temi Service 
Rehabilitation Of Land-Fiil Sites 

Total Provislons • non*current 


20f5/16 Medlum Term Revenue & 
Expenditure Framework 






Accumulatsd Surplus/(E>eficit} - operang baJance 
GRAP adjusfments 
Restated batance 
Surplus/ (Etefic rt) 

Appropriafions to Reserves 
Transfers from Reserves 
Depreciaton offsefe 
Other adjustments 
Accumulated Surpius/(Deficlt) 

Reserves 

Housing Development Fund 
Capital repfacemanf 
Self-insurance 
Other reserves 
Revalualion 
Total Reserves 


TOTAL COMMUNI7Y WEALTH/EQUITY 


Total capital expenditure includes expenditureon nationally slgnificant priorities: 


Provision ofbasic services 


581,743 

581,743 j 

581,743 

634,683 

581,743 

581,743 ; 

581,743 

634,683 

18,363 

29,404 1 

29,404 

38,398 

28,266 

28,266 j 

28,266 

(28,933) 

(4,730) 

(4,730) 

(4,730) 

(369) 

28,349 

28,349 j 

28.349 

3,543 

651,991 

663,032 | 

663,032 

647,321 



488,537 651,991 





663,032 647,321 
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Table 48 MBRR Table SA9 - Social, economic and demographic statistics and assumptions 

NC072 Umsobomvu ■ Sopportinq Table SA9 Social, econonic and derooaiaphic stilistics and assinnpiions 



Descciption ot Konouic lndlcatoi 


Basisofcaiculalion 

2091 Ccnsus 

2097 Sumy 

2011 Census 


HUH| 


2012113 2013/14 CurrenlYsar 2015/16 WerfiuntTenrtRevemiei 

2014/15 Expwjditure Framework 


Oiilcome Oulcome Outcome Original Oulcome 
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Wthr: 

Pfljed wafer Erskfe dwebng 
Pped water inslde yad (butfiol k» dwetng) 
Ushg pubtc tep (ot least njsLS«vice levei) 
OSiefWafef sirpply (aUeastmin.sefvicelevel) 
Mjntawn Swvice level errd fibove sub-tole/ 
Using pubfc tep (< min_sefvJce leve!) 

08iM wefef supply (< min.sefvice level) 
Ncwetef supply 

Bekw Mkwnum Setvke Levet sub-toia} 



Bekw Mrrimm Semce Level sub-totol 
Totel numbirof houzeholds 
£nefov: 

ElecStcSy (atieastmh-scsvtcs level) 
Eleckicity - prepeid (minsefvice leve!) 
Minfmuro Servfce leveland Above sub-tolsl 
ElecfeicKy (< minsefvice level) 

Elecbicity - piepBxl (< mia savice levtl) 
OtiererKfpy soumes 

Bstow Mrwnum Servrce Leyel sub-tat&i 
Total number ofhouseholds 
Refase: 

Removed atjeastonce BWeefc 

MWmtmr Swvfce Level end Above stfrl olel 

Removed less teguentfy then once a weeK 

Usfej commund reluse dump 

Ustng own reluse dump 

Ofter niMrish disposnl 

No nrbbi5h dispcsti 

Befow Min&ntm Servtoe Level suMote! 
Totel number of householdt 


Water. 

Piped weter instde dweling 
Piped water toside yard (but nolh dweling) 
Us'ng public tBp {etleast min.servlce levet) 
Ofter w trter supply {sl least mln.sefVice lev el j 
Affnfmum Servrce Levefand Above sub-lofal 
Using puMic tap {< minservke kvd) 

Ofter wotef suppt/ [< minseivke levej) 
Nowater suppty 

Befow MfnAmrm Servfce Levef suWofsl 
Total number of households 
Senftaffoo/sawwa 

Flush toSet (connected fa sowerag#) 

Flush toSet (with sepfc tank) 

Chemicd tadet 
PH tofct (ventteted) 

Ofter toletprovisbns (> min.servlce level) 
MrnmUm Senice Level end Above sub-lolet 
Suckettejtet 

Ofter toliet prnvrskms (< mjnservice level) 

No to8et provfslons 

Below Mirmmejr Servfce Level sub-total 
Total rtumber of households 
Enarav: 

Bectocity {alkast min.service level) 

Etectricity -prepaid {mm.s«vice levef) 
AKnlmien Servfce Level end Above sub-Mel 
Bsctridty {< niin.scrvfce level) 

Efectricity -prepaid (< min service levd) 
Ofter cnergy scwces 

Below Mlrimm Sorvfce Level svWotsl 
Totsl number of households 
Refuse: 

Removed at leastonce a waeV. 

Minmum Service Level endAbwe sub -fotfil 
Removed less feepuenSy ftan once s weeV 
Us’ng commund refuse dump 
Using own rejuse dump 
Ofter rubbish disposai 
No rubblsh dispossl 

Be/ow Mirmtum Se/vice Level suWotal 
Total number of households 


2015/1 6 Mediuot Term Revenue & 
Expendlture Framaworh 


Budeel Yeai j Budget Year BudgetYear 
2015/16 ! +1 2016/17 +2 2017/18 



Tolal number of hcuseholds 

6,007 ; 

7,773 

B.173 

8,723 






FRjsh toflet {connected b sew eragej 

3.976 | 

7,049 

7,449 

7.699 

Fkishto3el(wift sep&c tank) 

Chemical bitel 

* 112 

112 

112 

112 

Pit bteUventteted) 

Oft w totet provistons {> mio.service levd) 

612 i 

612 

612 

612 

Miritnum Servfce Lwel ond Above siATo)#/ 

4,700 i 

7,773 

6,173 

8,423 

BucVot toiiet 

Ofter totet provfstons (< minse<vfce levd) 

No totelprovisions 

1.169 

43 

43 

43 



7.816 

8,216 

8,466 

8,466 

8.466 

8.716 

1 8,71« 

2,822 

2,822 

2.822 

2.822 

2.822 

2,822 

I 2.B22 

4,951 

5,351 

5.601 

6.601 

5.601 

5,851 

i 5,851 

7,773 

8.173 

8.423 



8.673 

i 8,673 
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Table 49 MBRR SA32 - List of external mechanisms 

None 


t- 
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2.14 Municipal manager’s quality certificate 

i, AMOS CHINA MPELA, municipal manager of Umsobomvu Municipality, hereby certify that the 
annual budget and supporting documentation have been prepared in accordance with the 
Municipal Finance Management Act and the regulations made under the Act, and that the 
annual budget and supporting documents are consistent with the Integrated Development Plan 
of the municipality. 


o 


Print Name AMOS CHINA MPELA 

Municipal manager of Umsobomvu Municipality (NC072 


Signature 





Date 


27/05/2015 



